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Honorable  Kevin  H.  White 

Mayor 

City  of  Boston 

One  City  Hall  Square 

Boston,  MA  02201 

Dear  Mayor  White: 

On  behalf  of  your  Special  Commission  on  Housing,  I  am  pleased  to  submit  our 
working  report.   As  you  are  aware,  the  eleven  member  Commission  was  appointed 
over  a  year  ago  to  reflect  the  City's  diverse  constituencies  in  formulating  a 
housing  agenda  for  the  1980' s.   Since  that  time  in  an  effort  to  more  fully  under- 
stand the  impending  housing  crisis,  we  have  met  with  numerous  individuals  ex- 
perienced with  the  issue. 

The  following  recommendations  are  made  with  the  knowledge  that  since  we 
began  our  task,  the  housing  situation  has  worsened.   In  addition,  the  national 
election  and  the  passage  of  Proposition  2%  have  been  interpreted  by  many  as 
mandates  for  public  retreat  from  many  serious  issues. 

Despite  these  depressing  realities,  the  Commission  is  optimistic.   The 
next  decade  promises  growth  for  the  City  of  Boston.   For  the  first  time  since 
the  Second  World  War,  the  attractions  of  the  City  are  at  least  equal  to  those 
of  the  suburbs.   The  challenge  of  the  next  decade  will  be  to  channel  the  revenue 
this  new  growth  brings  to  benefit  all  Bostonians.   In  housing  terms,  this  means 
developing  policies  and  programs  that  protect  the  long-term  low  and  moderate 
income  residents  from  being  displaced  by  higher  income  persons  who  can  pay  more 
for  housing. 

Given  the  diverse  perspectives  of  the  Commission  members,  recommendations 
on  which  we  have  achieved  consensus  should  receive  broad  public  support.   In 
other  areas  where  the  Commission  was  split,  public  discussion  of  the  issues  would 
be  appropriate.   Because  we  felt  constrained  to  produce  a  report  within  a  reason- 
able period  of  time,  public  review  has  been  limited.   For  this  reason,  we  emphasize 
that  this  is  a  working  report  to  be  tested  through  public  debate.   The  challenge 
that  lies  ahead  requires  grassroots  support ,  political  coalitions  among  different 
groups,  and  strong  leadership.   I  believe  this  report  provides  a  core  of  agreement 
around  which  such  a  coalition  can  be  formed.  As  Chairman  of  the  Commission,  I 
offer  any  assistance  you  or  your  staff  might  find  useful  in  carrying  out  this 
process. 

Finally,  I  want  to  thank  the  members  of  the  Commission  who  volunteered  long 
hours,  many  spent  in  heated  discussion,  to  produce  a  series  of  thoughtful  recom- 
mendations about  a  very  serious  and  important  problem  facing  this  country  in 
general,  and  Boston  in  particular.    I  want  to  also  thank  you  for  the  opportunity 
to  participate  in  this  effort  and  for  the  support  provided  by  Andrew  M.  Olins 
and  Sheila  Kennedy . 

Sincerely,   *.       *. 

Frederick  P.  Salvucci 
Chairman 
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INTRODUCTION  AND  EXECUTIVE  SUMMARY 


INTRODUCTION  AND  EXECUTIVE  SUMMARY 


The  foxes  have  holes  and  the  birds  of  the  air  have  nests; 
but  the  son  of  man  hath  no  where  to  lay  his  head. 

Matthew  8:20 


INTRODUCTION 

The  following  report  is  based  on  meetings  among  members  of 
the  Mayor's  Special  Commission  on  Housing,  held  between  January 
1979  and  December  1980.   During  this  time,  eleven  Commissioners 
reflecting  the  City's  diverse  constituencies  met  with  numerous 
individuals  concerned  with  housing  issues.   Their  objective  was  to 
recommend  to  the  Mayor  a  City  housing  agenda  for  the  1980' s. 

Since  then,  the  election  of  Ronald  Reagan  and  the  passage  of 
Proposition  2\   have  underscored  the  importance  of  the  Commission's 
major  observations.    First,  there  are  no  panaceas  to  the  housing 
crisis.   Rather  the  problem  is  severe,  likely  to  worsen,  and  will 
require  time  and  a  range  of  strategies.   Second,  current  national 
housing  policy  and  its  relationship  to  the  private  housing 
industry  work  neither  for  moderate  nor  low  income  Americans  and 
require  comprehensive  change  from  the  Federal  through  the  local 
level.  Third,  many  important  local  initiatives  the  City  can  undertake 
will  only  be  effective  with  the  cooperation  of  the  State  and  the 
private  sector.  Fourth,  while  the  impact  of  the  national  economy, 


Massachusetts  voters  approved  Proposition  2\   on  the  November  1980 
ballot.   Among  other  tax-cutting  provisions,  Proposition  2\   restricts 
the  average  property  tax  a  locality  can  levy  to  2^%  of  the  fair 
market  value.   Localities  such  as  Boston,  which  would  be  unable  to 
raise  sufficient  operating  revenue  if  the  full  impact  of  2\   were  to 
take  effect  immediately,  roust  cut  property  taxes  by  15%  annually  until 
they  meet  2\   guidelines.   Although  specific  provisions  of  the  bill 
will  face  Court  challenges,  Boston  must  cut  at  least  $97  million  from 
its  fiscal  1982  budget  to  comply  with  the  current  law. 


Federal  tax  legislation,  and  to  a  lesser  extent  State  policy 
influence  housing  in  Boston,  City  tax  and  housing  policy  do  much 
to  affect  the  overall  housing  situation.   Fifth,  many  of  the 
initiatives  which  the  City  can  undertake  on  its  own  are  adminis- 
trative changes  of  a  housekeeping  nature  that  could  and  should  be 
implemented  immediately.   Finally,  while  the  City  has  an  obligation 
to  take  aggressive  action  in  those  areas  within  its  control,  it 
must  also  vigorously  pursue  change  in  State  and  Federal  policy 
to  ease  the  steadily  worsening  situation. 

Although  the  national  election  and  Proposition  2\   alter 
neither  the  report's  analysis  nor  recommendations,  they  do  make 
the  City's  fiscal  situation  more  severe  and  thus  the  process  of 
making  decisions  more  difficult.   To  date,  City  leaders  have  had 
to  grope  for  the  appropriate  balance  between  increasing  the  tax 
base  and  protecting  the  housing  needs  of  longer-term  Boston  resi- 
dents who  tend  to  be  of  lower  income.   Today's  fiscal  crisis  not 
only  requires  that  the  City  develop  new  sources  of  revenue  critical 
to  providing  adequate  services  but  also  represents  an  opportunity 
to  develop  a  more  equitable  balance.   Achieving  this  balance, 
often  referred  to  by  planners  as  revitalization  vs.  displacement, 
is  the  primary  housing  challenge  of  the  1980 's  and  the  central 
theme  of  this  three-section  report. 

Section  I  discusses  the  formation  of  the  Commission,  the 
varying  perspectives  of  its  members,  and  national  as  well  as  state 
trends  and  policies.   Those  discussed  here  are  Federal  policy, 
demographics,  and  State  tax  policy.   As  these  trends  and  policies 
can  affect  the  local  housing  stock  more  significantly  than  City 


policies  and  programs,  it  is  impossible  to  understand  fully  our 
local  housing  problems  or  recommend  steps  to  alleviate  them  with- 
out understanding  the  broader  picture.   Section  I  analyzes  this 
broader  picture,  referred  to  as  the  "Housing  Context." 

Section  II  of  the  report  analyzes  nine  aspects  of  the  housing 
crisis.   These  areas  of  concentration  are:   condominium 
conversion,  rent  control,  rising  fuel  costs,  abandonment,  access 
and  equal  opportunity,  supply  and  demand,  turnover, 
tenant-landlord  relations,  and  displacement.   With  the  variety  of 
viewpoints  present,  the  Commission  was  unable  to  fully  agree  on 
issues  such  as  rent  control  and  condominium  conversion.   Members 
did  agree,  however,  on  some  steps  the  City  should  take  to  alleviate 
problems  in  the  nine  areas  noted  above  which  they  referred  to  as 
"Elements  of  the  Housing  Crisis."  Consensus  was  sometimes  impossible 
because  of  sharply  differing  views  reflecting  the  divergent 
interests  and  philosophies  of  the  Commission.   In  these  instances, 
members  thought  that  explicitly  stating  the  divergent  views  as  a 
basis  for  future  public  discussion  was  a  reasonable  approach. 

Section  III  of  this  report  sets  forth  a  specific  agenda  for 
action  covering  each  of  the  nine  housing  issues  discussed  in 
Section  II  as  well  as  broader  issues  noted  in  Section  I.   The  City 
can  play  a  leading  role  in  implementing  all  of  these  recommendations, 
and  many  require  only  administrative  changes  over  which  the  City 
has  exclusive  control. 

Although  the  low-key  nature  of  the  recommendations  may  be 
disappointing  to  those  looking  for  comprehensive  solutions,  the 
Commission  chose  this  approach  because  it  is  realistic  --  even  in 
the  shadow  of  Proposition  2\.      Implementing  these  recommendations, 


summarized  and  indexed  on  the  following  blue  sheets,  would  not  be 
costly.   Most  recommendations  require  no  additional  funding  and 
represent  a  consensus  of  a  very  diverse  group  of  Commissioners. 
It  is  impossible  to  overstate  the  difficulty  of  the  task  ahead. 
The  City's  need  for  revenue  is  real;  so  are  the  housing  require- 
ments of  low  and  moderate  income  Bostonians.   The  Commission  hopes 
that  the  public  will  use  the  report  as  a  starting  point  for  open 
discussion  and  local  action.   Successful  implementation  of  every 
recommendation  is  unlikely  to  occur.   A  viable  strategy  depends 
upon  pursuing  many  alternatives  without  excessive  reliance  on  any 
one  of  them. 
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SECTION  I 


SECTION  I 


The  Housing  Context:    Boston's  Housing  Crisis  and  the  Mayor's 
Special  Commission  on  Housing 


A.   Formation  of  the  Commission 

A  nationwide  concern  over  the  shortage  of  housing,  spiraling 
costs ,  and  the  trend  towards  converting  rental  dwellings  into 
condominiums  was  dramatically  illustrated  for  Bostonians  during 
the  autumn  of  1979  when  tenants  at  a  354-unit  middle  income  apart- 
ment complex  in  Brighton  were  given  thirty  days  to  decide  whether 
to  vacate  or  buy  their  own  apartments.   The  tenants,  many  of  whom 
were  elderly,  expressed  frustration  over  the  short  period  they 
were  given,  the  financial  commitment  that  purchasing  an  apartment 
would  require,  and  the  lack  of  alternative  rental  housing  in 
Boston. 

The  City  responded  to  these  concerns  first  by  enacting  an 
ordinance  requiring  one  year's  notice  to  tenants  whose  apartments 
are  to  be  coverted  to  condominiums  before  such  conversions  could 
be  accomplished.   An  additional  year's  notice  is  required  for 
elderly  and  handicapped  of  moderate  income. 

In  addition,  recognizing  that  the  proposed  evictions  were  the 
most  recent  symptoms  of  a  critical  situation,  the  Mayor  moved  to 
create  a  Special  Commission  on  Housing.   The  Commission's  mandate 
was  to  review  the  impact  of  condominium  conversions  on  the  City's 


2.   Prices  ranged  from  $48,000  for  a  two-bedroom  unit  to  $65,000  for 
those  with  three  bedrooms.   Prior  to  conversion,  comparable  units 
rented  for  $350-450  a  month. 
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housing  stock,  the  effect  of  the  energy  crisis  on  housing  costs 
and  the  housing  market  and  to  recommend  housing  initiatives  for 
the  next  decade. 

The  Mayor's  Special  Commission  on  Housing,  comprised  of 
eleven  unpaid  members  and  formally  appointed  in  January  of  1980, 
was  jointly  selected  by  the  Mayor,  the  City  Council  and  the  Greater 
Boston  Real  Estate  Board.   The  highly  representative  nature  of  the 
Commission  --  with  members  staunchly  advocating  tenant  and  land- 
lord viewpoints  --  was  apparent  from  the  first  meeting.   With  the 
Commission  balanced  between  the  divergent  interests,  it  was  clear 
that  arriving  at  an  early  concensus  on  many  substantive  questions 
would  be  virtually  impossible. 

B.   The  Commission's  Varying  Perspectives 

Appointees  representing  the  real  estate  industry,  for  example, 
stress  the  economic  factors  associated  with  housing.   While 
emphasizing  the  importance  of  profit,  they  tend  to  view  housing 
as  an  industry  in  a  larger  economic  context,  an  industry  held  back 
by  perhaps  well-meaning  but  badly  placed  controls.   The  controls 
inclue  those  affecting  rent  control,  condominium  conversion, 
and  local  attitudes.   In  their  view,  controls  severely  limit 
new  construction  and  discourage  modern  building  techniques; 
the  end  result  is  an  insufficient  amount  of  housing  to  meet  a 
growing  number  of  households,  or,  in  economic  terms,  insufficient 
supply  to  serve  a  growing  demand. 

Appointees  representing  this  point  of  view  stressed  that, 
historically,  the  private  housing  market  had  done  a  good  job  of 
providing  housing  for  the  majority  of  Americans.   Today's  housing 
problems  are  different  from  those  of  the  past  because  an  increasing 
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number  of  people  can  no  longer  find  housing  in  the  private  market. 
In  short,  housing  is  no  longer  a  problem  for  the  poor  alone  but 
one  for  the  middle  class  as  well.   These  appointees  view  the  root 
cause  of  the  problem  not  as  the  housing  industry  but  as  the  economic 
system  that  increasingly  fails  to  provide  all  citizens  sufficient 
income  to  participate  in  the  private  housing  market.  In  addition, 
they  stress  that  governmental  controls  make  it  increasingly  difficult 
for  the  private  housing  industry  to  do  its  job. 

Diametrically  opposed  to  this  group  were  the  Commission 
members  representing  tenants.   These  appointees  view  housing  as 
a  right.   While  supportive  of  measures  to  relieve  cost  pressures 
on  housing,  they  believe  that  high  rents  reflect  the  landlord's 
exploitation  of  the  high  demand  for  housing,  a  process  which  will 
continue  regardless  of  reduced  cost  pressures  unless  regulation 
restricts  the  rent  level.   While  supportive  of  efforts  to  expand 
the  supply  of  housing,  tenant  advocates  point  out  that  the  private 
housing  market  is  not  doing  an  adequate  job  of  providing  housing 
for  the  majority  of  Americans  and  that  lack  of  housing  is  a  national 
problem.   While  supportive  of  improved  building  procedures  at  the 
City  level,  they  point  out  that  in  Boston  future  market-rate 
housing  will  most  likely  attract  additional  high  income  households 
rather  than  lessening  the  demand  for  existing  moderate  income 
units.   Thus,  a  necessary  part  of  any  effective  strategy  to  provide 
low  and  moderate  income  housing  are  controls  on  rent  and  strict 
controls  on  condominium  conversions. 

The  different  viewpoints  described  above  show  the  diversity 
of  housing  perspectives  represented  on  the  Commission.  Early 
meetings  tended  to  be  unproductive  as  Commissioners  were  reluctant 
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to  view  the  housing  crisis  from  perspectives  differing  from  those 
of  their  own  constituency.   Subsequently,  the  appointees  agreed  to 
invite  individuals  with  divergent  views  and  direct  experience  in 
the  housing  field  to  brief  the  Commission  members.   Invited  guests 

ran  the  gamut  from  representatives  of  the  academic  community  to 

3 
tax  experts  to  rent  control  administrators.   These  sessions 

constituted  a  breakthrough  for  the  Commission  members:   once 

the  housing  problem  was  dissected  and  analyzed  from  perspectives 

other  than  that  of  landlord  vs.  tenant,  it  became  clear  not  only 

that  there  were  areas  of  agreement  but  also  that  the  root  causes 

of,  and  possible  solutions  to,  housing  problems  often  lay  outside 

any  landlord- tenant  controversy. 

C.   General  Context 

1.   Federal  Policy  and  Indirect  Housing  Subsidies 

Twenty  years  ago,  the  moderate  income  American  family 
sought  the  dream  of  homeownership  within  the  private  hous- 
ing market.   Generally,  those  of  moderate  means  who  chose 
to  rent  were  also  served  by  the  private  sector.   Public 
policies,  however,  helped  stimulate  the  expansion  of  most 
"private"  housing  and  provided  forms  of  subsidy.   These  in- 
cluded low  interest  mortgage  programs;  public  construction  of 
major  new  infrastructure  such  as  highways,  schools,  sewer  and 
water  lines;  "free"  suburban  school  busing;  and  deductions 
from  Federal  income  taxes  for  interest  payments  and  local 
property  taxes. 


3.   A  complete  list  of  those  participating  in  these  sessions 
is  included  in  Appendix  A. 
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The  increased  level  of  automobile  ownership  and  cheap 
gasoline  significantly  expanded  the  amount  of  land  suitable 
for  housing  around  the  metropolitan  area.   The  expansion  of 
total  housing  supply  encouraged  by  these  public  policies  and 
indirect  subsidies  eased  the  tightness  of  the  housing  market 
to  benefit  even  the  moderate  income  households  who  had 
access  to  the  "secondhand"  housing. 

Today,  this  process  no  longer  functions  smoothly.   The 
development  of  suburban  land  is  diminishing.   As  land  most 
suitable  for  development  has  been  used,  land  development 
costs  have  increased.   As  suburban  densities  have  increased, 
so  have  sewer  and  water  requirements.   As  the  costs  of  maintaining 
infrastructure  have  increased,  so  have  sentiments  limiting  taxation. 
As  open  space  has  disappeared,  conservation  pressures  to 
retain  open  land  has  mounted.   In  addition  to  the  restriction 
on  supply  of  easily  developable  land,  the  increase  in  labor 
costs  and  interest  charges  have  compounded  the  cost  problems 
of  developing  more  marginal  land.   The  increasing  cost  of 
gasoline  has  made  once  desirable  locations  less  popular. 

The  cumulative  effect  of  these  trends  has  been  to  increase 
the  cost  of  new  housing,  restrict  the  number  of  people  who 
can  afford  it,  increase  the  pressure  on  the  existing  housing 
stock  and,  thus,  inflate  its  market  price.   With  an  increasing 
number  of  households  unable  to  find  affordable  housing  in  the 
"private"  sector,  additional  strain  is  being  placed  on  the 
public  sector  to  fill  the  housing  gap.   Not  surprisingly,  it 
is  increasingly  difficult  for  the  public  sector  to  meet  this 
challenge,  a  challenge  for  which  its  current  programs  were 
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neither  conceived  nor  designed.   The  Commissioners  agree, 
therefore,  that  the  entire  essense  of  publicly  assisted 
housing,  particularly  its  role  in  relation  to  the  private 
housing  industry,  needs  to  be  re-thought  and  reconstructed 
from  the  Federal  through  the  local  level. 

2.   Federal  Policy  and  Rental  Housing 

There  was  unanimous  agreement  that  the  lack  of  rental  housing 
is  a  national  problem,  aggravated  by  current  Federal  tax  policy 
and  intertwined  with  the  benefits  of  homeownership.   At  the  Federal 
level,  tax  laws  have  provided  attractive  incentives  for  homeownership, 
particularly  for  the  growing  number  of  two-income  households  who  seek 
to  reduce  their  tax  liability.   Deductions  for  property  tax  payments 
and  mortgage  interest  exist  for  the  owner  of  property,  yet  despite  the 
fact  that  a  portion  of  the  tenant's  rent  is  attributable  to  property 
taxes  or  mortgage  payments,  he  or  she  receives  no  comparable  tax  benefit. 

Due  to  a  tax  rate  that  increases  with  income,  deductions  are 
of  proportionally  greater  value  to  high  income  households  than  they 
are  to  those  of  moderate  income.  This  loss  of  income  costs  the 
Federal  government  approximately  three  times  as  much  as  the  total 
expenditure  on  direct  subsidies  to  low  and  moderate  income 
housing.  (See  Appendices  C  and  D.) 

In  addition,  these  Federal  tax  deductions  ease  the  pressure 
of  local  property  taxes  for  high  income  households.   Those  munic- 
ipalities housing  principally  higher  income  households  benefit 
indirectly,  while  municipalities  such  as  Boston,  whose  revenue  is 
derived  from  property  taxes  paid  by  lower  middle  income  households 
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not  significantly  benefiting  from  Federal  tax  deductions,  are 
stretched  tight.   The  amount  deducted  from  the  Federal  tax  bill 
for  local  taxes  not  only  provides  the  homeowner  with  a  tax  break 
but  also  finances  local  public  services  such  as  schools  and  police 
departments.   Real  estate  analysts  concur  that  the  better  these 
services  the  higher  the  value  of  private  property  in  that  locality. 
Thus,  in  effect,  in  higher  income  areas  homeowners  add  to  the  value 
of  their  private  home  with  funds  deducted  from  the  individual's 
Federal  tax  bill. 

Federal  policies  have  also  kept  the  allowable  interest 
rates  paid  on  savings  below  the  rate  of  inflation  and  taxed 
the  resulting  interest  as  ordinary  income.   The  result  of 
this  imbalance  makes  real  estate  ownership  one  of  the  few 
safe  and  viable  investments  for  moderate  income  people 
concerned  about  preserving  their  accumulated  capital  during 
a  period  of  severe  inflation.   In  addition,  the  desire  to 
avoid  payment  of  capital  gains  taxes  on  property  appreciation 
leads  to  strong  pressure  to  buy  a  house  at  least  as  expensive 
as  the  old  one  even  when  a  household  wants  to  move  into  a 
smaller  house.   Thus,  particularly  for  high  income  house- 
holds, these  policies  have  led  to  a  tendency  to  "over-house," 
that  is,  to  buy  more  housing  than  would  otherwise  be  the 
case. 

Some  economists  are  currently  predicting  that  the 
nation's  stock  of  rental  housing  will  shrink  about  2%  each 
year.   An  Associated  Press  report  finds  that  rents  are 
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rising  at  10%  to  20%  each  year  nationally.   According 
to  the  Policy  and  Program  Development  Office  at  the  Depart- 
ment of  Housing  and  Urban  Development  (HUD) ,  of  the 
430,000  apartment  units  built  in  the  United  States  during 
1979,  only  130,000  were  not  government  subsidized;  during 
1980  only  50,000  to  80,000  units  were  constructed 
privately.   In  other  words,  the  trend  away  from  construct- 
ing private,  unsubsidized  units  is  continuing.   The  Brook- 
ings Institute  projects  a  rental  vacancy  of  only  3% 
nationally  by  1990,  and  even  such  growing  cities  as  Los 
Angeles  and  Seattle  report  virtually  no  rental  construc- 
tion.  The  Commission  has  found  that  a  phenomenon  that  is 
occurring  locally,  the  inability  of  people  to  find  rental 
housing,  is  truly  nationwide. 

3.   Federal  Policy  and  Publicly  Subsidized  Housing 

The  1970 's  saw  a  dramatic  increase  in  the  amount  of 

4 
Boston  s  publicly  assisted  housing.    In  1970,  about 

one-tenth  of  Boston's  stock,  or  22,000  units,  were  publicly 
assisted.   The  Boston  Housing  Authority  was  responsible  for 
15,200  of  these  units  and  an  additional  6,800  units  were  new 
or  rehabilitated  units  under  the  Federal  221  (d)(3)  Program. 
By  1980,  publicly  assisted  housing,  including  project  commit- 
ments, had  increased  100%  to  43,900.   Those  under  the  juris- 
diction of  the  Housing  Authority  increased  moderately  to 


4.   Much  of  the  data  and  analysis  from  this  discussion  is  based  on 

a  study  prepared  by  Rolf  Goetze,  formerly  of  the  BRA.  The  numerical 
figures  are  summarized  on  Table  II. 


23 


18,200  units,  while  those  in  other  assisted  developments  almost 
quadrupled  to  25,700  under  a  variety  of  Federal  and  State  assisted 
programs.   Adding  leased  housing  to  this  figure,  the   current  number 
of  assisted  housing  units  reaches  about  47,000  and  represents  20% 
of  the  City's  housing  stock. 

Although  these  programs  were  successful  in  producing  new  units, 
in  many  instances  they  were  a  dismal  failure  in  maintaining  them.  The 
last  five  years  have  shown  slower  production  rates.   Only  4,300  new  units 
were  built  while  25%  the  Boston's  public  housing  stock  became  vacant. 
Federal  funds  that  were  to  finance  the  construction  and  rehabilitation 
of  additional  units  were  shifted  to  cover  operating  deficits  in 
developments  built  during  the  preceding  years. 

The  gap  between  public  expectation  and  the  actual  cost  of  providing 
housing  is  increasing  dramatically.   The  Brooke  Amendment,  which  states 
that  residents  in  public  housing  should  pay  no  more  than  25%  of  their 
income  for  housing,  has  been  adopted  as  a  general  rule  of  thumb  for  all 
publicly  assisted  housing.   Although  fluctuating  interest  rates  make 
estimating  difficult,  a  typical  one-bedroom  unit  financed  with  a  $40,000 
mortgage  costs  about  $582  per  month  to  rent,  a  figure  well  beyond  the 
reach  of  the  average  citizen.   The  average  unit  subsidized  through  the 
Section  8  Program  receives  an  additional  $6,000  annually  in  the  form  of 
Section  8  assistance  to  bridge  the  gap  between  25%  of  the  occupant's 


Figures  from  Marlena  Richardson,  Office  of  Housing,  Devel- 
opment and  Construction.   In  most  cases,  the  Section  8 
Existing  Program  offers  the  subsidy  to  the  tenant.   By  pro- 
viding the  tenant  with  rent  income,  he  or  she  can  more 
easily  find  affordable  housing  within  the  private  market. 
Section  8  Existing  assistance  is  not  a  construction  subsidy. 
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income  and  the  cost  of  providing  the  unit.   With  the 
tenant  paying  25%  of  income  to  a  reserve  account  which 
covers  maintenance  and  "extraordinary"  expense,  the  tax- 
payer is  paying  up  to  $500  a  month  as  subsidy  on  an  average 
one-bedroom  Section  8  unit,  a  figure  which  automatically 
increases  as  housing  costs  rise. 

There  can  be  no  question  that  the  cost  of  providing  and 
maintaining  these  publicly  assisted  units  has  escalated  well 
beyond  what  program  developers  envisioned  fifteen  years  ago 
when  they  embarked  on  a  serious  effort  to  meet  the  objective 
of  the  1949  Housing  Act  and  provide  a  "decent  home  for  every 
American."  Perhaps  only  the  need  for  housing  has  kept  pace 
with  the  vastly  inflating  cost  of  providing  and  maintaining 
it. 

When  implemented  on  the  local  level,  these  Federal 
guidelines  reveal  their  true  inconsistency  with  the  resources 
available.   Only  one  out  of  five  of  all  eligible  tenants 
actually  benefit  from  the  programs.   Income  eligibility  is 
based  on  median  incomes  of  metropolitan  areas .   Cities  such 
as  Boston,  which  house  more  low  and  moderate  income  people 
than  their  suburban  counterparts,  find  an  overwhelming  number 
of  their  residents  income  eligible.   Currently,  75%  to  80%  of 
all  Boston  residents  meet  income  eligibility  requirements. 
Recently,  the  Boston  Housing  Authority  (BHA)  advertised  the 
availability  of  125  Section  8  certificates;  7,400  people 
applied,  400  were  from  a  former  waiting  list  and  7,000  com- 
prised newer  entries.   An  uneasy  question  should  be  posed: 
Are  not  the  applicant's  chances  better  in  the  State  Lottery? 
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Unless  immediate  action  is  taken  at  the  highest  levels 
of  government,  the  imbalance  between  people's  need  for  hous- 
ing and  the  ability  of  either  the  private  or  public  sector  to 
provide  it  will  become  worse.   Production  is  slowing  just  as 
an  unprecedented  number  of  households  enter  the  housing  market, 
thus  aggravating  the  existing  imbalance  between  supply  and 
demand.   As  private  landlords  bemoan  the  fact  that  increasing 
costs  have  made  it  impossible  for  them  to  continue  to  provide 
even  moderate  income  housing,  the  Federal  government  is  proving 
that  within  the  parameters  of  existing  programs  it  cannot  meet 
this  objective  either. 

4.   Demographics 

Demographics  and  changing  lifestyles  have  an  increasingly 
significant  impact  on  the  Boston  housing  market.  The  children  of 
the  postwar  "baby  boom"  are  now  in  their  30* s  and  fully  competing 
for  housing  of  their  own;  the  realities  of  the  energy  crisis  with 
its  skyrocketing  fuel  prices  and  uncertainty  over  future  supplies 
motivates  a  growing  number  of  people  to  trade  the  costs  of  commuting 
and  heating  a  suburban  house  for  the  convenience  of  city  living. 

At  the  same  time  a  change  in  national  lifestyle  -- 
including  a  dramatic  increase  in  the  number  of  divorces,  a 
trend  towards  early  retirement,  the  growing  popularity  of 
"singles"  living,  and  other  changes  in  the  family 
structure  --  intensifies  housing  demand.   The  unique  attrac- 
tiveness of  urban  living  in  Boston  lures  middle  and  upper 
middle  income  households  back  to  the  City.   Boston  appeals  to 
the  young  not  only  during  the  college  years  but  also 
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after  graduation;  an  appeal  which  tightens  housing  demand  more 
than  in  comparable  cities.   The  trends  are  summarized  in  Tables 
I-A  and  I-B. 

5.    State  Tax  Policy 

Although  many  of  the  severe  pressures  in  the  housing  area 
arise  from  national  demographic  trends  and  Federal  tax  and  housing 
policies,  the  Commission  agrees  that  State  and  local  tax  policy 
represents  a  major  opportunity  to  ease  some  of  these  problems. 

The  City's  current  tax  structure,  with  its  heavy 
reliance  on  the  property  tax,  works  against  the  interests  of 
rental  housing  and  the  City  as  a  whole.   During  the  last  de- 
cade the  tax  burden,  combined  with  tax  uncertainty,  has 
contributed  to  the  high  cost  of  housing  and  the  lack  of 
development.   The  Commonwealth's  tax  structure  has  required 
Boston  property  owners  and  tenants  to  subsidize  municipal 
services  for  the  many  tax-exempt  and  non-profit  institutions 
which  are  located  in  the  City  but  serve  a  population  that 
reaches  far  beyond  City  limits. 

Every  study  of  public  finance  in  recent  memory  has 
called  for  significant  new  sources  of  municipal  finance 
to  reduce  the  excessive  reliance  upon  the  property  tax. 
More  recently,  Proposition  2\,    which  has  the  desirable  effect 
of  lowering  property  tax,  has  also  catalyzed  a  major  crisis  in 
financing  services  vital  to  the  social  stability  of  the  City. 
Disruption  of  funding  for  public  safety,  fire  protection,  public 
education,  and  public  transportation  threatens  the  viability 
of  public  welfare  and  private  housing  alike. 
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At  the  same  time,  increased  taxes  following   court  ordered 
revaluation  may  force  long-term  moderate  income  owners  to  sell 
to  new  owners  who  can  pay  increased  mortgage  costs  and  higher  taxes. 
Rents  will  have  to  rise  to  reflect  these  higher  costs,  causing  further 
displacement.   In  addition,  new  owners  may  not  have  the  social 
relationships  with  long-term  tenants  which  in  the  past  have 
restrained  landlords  from  raising  rents. 

The  current  problems,  and  the  prospect  of  a  much  more 
severe  impact  to  come,  dramatize  what  has  been  obvious 
for  decades.   The  Commission  feels  it  is  urgent  that  the 
long  overdue  need  for  a  new  source  of  revenue  to  lighten  the 
property  tax  load  without  disrupting  vital  services  be  recognized 
by  the  State.   From  a  more  positive  point  of  view,  a  new 
revenue  source  would  relieve  the  pressure  of  rising  costs  on 
the  housing  sector  and  provide  an  opportunity  to  make  the 
residential  property  tax  an  instrument  of  City  housing  policy. 

Proposition  2\   restricts  expenditure  of  property  tax  receipts 
to  2%%   of  the  total  market  value  of  a  locality's  property.  Therefore 
hardship  and  other  abatements  will  no  longer  reduce  the  amount  of 
revenue  available  to  provide  services.  Rather  this  revenue  will 
be  covered  by  other  tax  payers. 

The  judicious  use  of  existing  State  law,  including  the 
classification  provision,  elderly  and  hardship  abatement 
procedures,  Chapter  121A,  and  modification  in  State  law  can 
produce  a  property  tax  structure  which  is  more  progressive 
and  ease  the  mounting  pressures  on  moderate  and  low  income 
households . 
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Thus,  while  recognizing  that  property  tax  policy  is  a  complex 
area,  several  members  of  the  Commission  feel  strongly  that  State 
tax  policy  is  the  City's  principal  tool  to  maintain  a  reasonable 
supply  of  moderate  income  housing  in  Boston.   In  short,  housing 
policy  must  be  an  integral  part  of  the  City's  tax  strategy. 

D.    The  Role  of  the  Local  Government 

The  Commission  also  agreed  that  the  impact  of  the  national 
economy,  Federal  housing  policy,  tax  legislation,  and  to  a  lesser 
extent  state  policy  are  the  major  forces  affecting  the  overall 
housing  situation.   This  realization,  however,  was  not  viewed  as  a 
mandate  to  do  nothing.   Quite  the  contrary  —  the  primary  purpose  of 
the  Mayor's  Commission  was  to  help  formulate  a  local  response  to 
the  impending  housing  crisis.   Thus,  while  recommending  various 
initiatives  for  action  at  all  levels  of  government,  the  Commission 
concentrated  on  local  action  which  admittedly  could  not  solve  but 
could  ameliorate  the  housing  crisis. 

The  following  agenda  is  no  panacea.   It  is  a  program  for 
action  that  the  Commission  considers  would  lessen  the  effects  of 
a  bad  situation  and  enhance  the  City's  credibility  while  it  fights 
for  change  at  the  Federal  and  State  levels. 
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•SECTION  II 


SECTION  II 

Elements  of  the  Housing  Crisis 

A.    Introduction 

The  preceding  section  discussed  the  housing  context  within 
which  local  programs  and  policy  must  operate.   As  noted,  because 
parts  of  "Boston's  housing  problem"  are  national,  City  efforts  to 
intervene  may  produce  no  visible  improvement.   Therefore,  it  is 
important  to  differentiate  between  what  the  City  can  do  with  its 
own  resources  and  those  aspects  of  national  policy  which  the  City 
has  an  obligation  to  try  to  change. 

The  choice  of  strategies  to  improve  the  situation  requires 
consideration  of  the  complicated  interaction  among  different  parts 
of  the  problem;  choices  which  will  relieve  one  problem  often  ex- 
acerbate another.   Any  judgment  about  which  strategy  is  "right" 
depends  on  one's  perspective  and  the  relative  weight  given  to 
different  problems.   Given  the  diversity  represented  by  the  Com- 
mission, it  was  impossible  to  agree  on  a  strategy. 

At  the  same  time,  it  seems  reasonable  to  expect  that  the  Com- 
mission can  perform  two  valuable  functions.   First,  it  can  define 
the  different  parts  of  the  housing  problem  and  the  inter-relation- 
ships among  them  in  such  a  way  that  there  is  agreement  on 
certain  aspects  and  steps  that  might  be  taken  to  alleviate  it. 
Second,  to  the  extent  that  a  diverse  Commission  can  make  some 
recommendations  by  consensus,  those  recommendations  might  be 
particularly  useful  to  the  Mayor  in  establishing  a  core  of  actions 
with  a  reasonable  expectation  of  broad  support. 
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The  Reagan  election  and  the  passage  of  Proposition  2\   will 
undoubtedly  affect  our  local  housing  picture.   It  is  doubtful  that 
the  new  President  will  favor  increased  Federal  assistance  for 
housing;  on  the  local  front,  the  impact  of  2\   will,  in  the 
short  run,  require  the  City  to  be  extremely  cost  conscious. 

While  fully  cognizant  of  political  realities,  the  Commission 
is  also  concerned  that  these  realities  not  become  an  "excuse"  for 
inaction.   To  ignore  the  needs  of  low  income  persons  under  the 
guise  of  economic  reality  is  unacceptable.   The  Commission  feels 
that  the  City  must  use  every  available  resource  at  its  disposal  to 
insure  this  does  not  happen.   This  section  of  the  report  describes 
the  major  elements  of  the  housing  crisis  as  discussed  by  the 
Commission:   condominium  conversion,  rent  control,  rising  fuel 
cost,  abandonment,  access  and  opportunity,  supply  and  demand, 
turnover,  tenant-landlord  relations,  and  displacement.   Section 
III  recommends  specific  programs  and  policies  based  on  the  analysis 
in  Section  I  and  Section  II. 

B.    Condominium  Conversion 

There  is  no  question  that  the  issue  of  condominium  conversion 
has  captured  the  attention  of  both  the  media  and  the  public.  Indeed, 
it  was  the  conversion  of  moderate  income  rental  units  in  the  fall  of 
1979  that  prompted  the  Mayor's  appointment  of  this  Commission.   At 
the  same  time  by  August  1,  1980,  only  6,200  units  or  less  than  3%  of 
Boston's  stock  had  undergone  conversion,  and  the  actual  rate  of 
conversion  was  less  than  that  of  erosion  in  public  housing. 

It  is,  however,  the  potential  for  a  conversion  movement  that 
motivates  the  press  and  public  alike.   The  overriding  fear  is  that 


31 


conversions  will  gobble  up  what  little  remains  of  private,  low 
and  moderate  income  rental  stock,  forcing  tenants  into  the 
street  or  at  least  out  of  Boston.   Given  the  underlying  realities 
of  today's  housing  market,  the  fear  may  be  appropriate. 

As  noted  in  Section  I,  in  comparison  to  other  investments 
there  is  little  economic  incentive  for  a  landlord  to  operate 
moderate  income  rental  housing.   Generally,  increased  operating 
costs  outstrip  the  tenants'  ability  to  pay  rent,  whereas  con- 
versions offer  the  chance  for  making  money  with  less  administration. 
At  the  same  time  the  "baby  boom"  generation  is  creating  unprecendented 
demand  on  the  housing  supply. 

Demographically,  this  generation  differs  from  those  preceeding  it. 
To  a  far  greater  extent  than  their  parents,  this  generation  tends  to  be 
single,  or  if  married  both  husbands  and  wives  work.  The  increased  income, 
combined  with  inflation,  forces  this  group  into  a  higher  tax  bracket, 
making  tax  advantages  and  equity  accrual  through  homeownership  even  more 
attractive.   Housing  construction  is  down  just  as  the  "baby  boom"  gener- 
ation has  entered  the  housing  market.   In  addition,  these  individuals 
find  the  amenities  of  urban  living  and  the  older  housing  stock  appealing. 
Particularly  with  rising  energy  costs ,  the  cost  of  suburban  living  may 
well  be  prohibitive;  without  children,  many  feel  there  is  no  reason  to 
commute.   Thus,  in  the  context  of  an  ever-tightening  housing  market  and 
changing  lifestyle,  the  urban  condominium  is  quickly  becoming  a  sound 
investment  as  well  as  a  place  to  live  for  the  more  affluent  members  of 
the  "baby  boom"  generation. 

Within  these  parameters,  Boston  must  refine  its  condominium 
policy  to  at  least  define  the  "ground  rules"  by  which  the  private 
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market  must  play.   Before  doing  so,  however,  it  is  necessary  to 
trace  the  evolution  of  condominium  development  in  Boton  and 
understand  the  dynamics  of  today's  situation. 

In  her  report,  "Condominiums  in  Boston,"  Bonnie  Heudorfer, 
formerly  of  the  Redevelopment  Authority,  separated  the  City's 
condominium  development  into  three  phases.   The  first,  the 
"Pioneering  Phase,"  covered  the  period  from  1969  to  1973  and  was 
limited  to  the  conversion  of  well-established  rental  property 
within  walking  distance  of  the  Boston  Common  and  Public  Garden. 

The  majority  of  these  units  were  luxury,  containing  more  than 
1,200  square  feet  of  living  space.   The  tenants  were  fairly  long- 
term,  40%  having  lived  in  their  units  for  three  or  more  years. 
There  were  substantial  tax  advantages  for  the  residents  in  these 
buildings  to  become  owners  and  one-third  of  them  did. 

In  1973,  the  conversions  moved  beyond  Back  Bay  and  Beacon 
Hill  to  include:   non-residential  properties  in  the  North  End/ 
Waterfront  area,  a  1960  garden  apartment  complex  in  West  Roxbury, 
a  post-World  War  II  veterans  housing  development  near  Forest 
Hills,  a  small  group  of  renovated  townhouses  in  the  South  End,  and 
a  moderately  priced  building  along  the  Fenway.   With  the  exception 
of  the  North  End/Waterfront  area  and  West  Roxbury,  however,  these 
new  conversions  were  unable  to  attract  buyers.   Thus,  while  the 
number  of  conversions  increased  dramatically  in  1973  and  1974, 
demand  did  not;   conversions  slowed  for  the  next  three  years 
while  the  slack  was  absorbed. 

During  the  "Consolidation  Phase,"  1974-1977,  the  number  of 
conversions  declined,  but  the  geographical  expansion  continued 
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and  the  type  of  stock  converted  began  to  change.   Lodging 
houses  and  modest  downtown  rental  properties  were  converted.   In 
the  case  of  rental  properties,  some  were  sold  "as  is,"  thus,  unit 
improvements  would  be  the  responsibility  of  the  new  owner  rather 
than  the  converter.   Jamaica  Plain  saw  the  City's  first  newly 
constructed  condominiums,  and  the  first  problems  associated  with 
condominium  conversion  were  reported.   Although  still  relatively 
small  in  scale,  these  reports  included  landlord  harassment,  fraud 
in  the  eviction  of  tenants,  consumer  dissatisfaction  on  the  part 
of  purchasers,  and  bank  foreclosures. 

Other  trends  were  becoming  apparent  in  the  development  of 
condominiums.   In  the  first  two  years  of  conversions,  80%  of  the 
converters  owned  their  properties  for  more  than  three  years. 
From  1972  to  1973,  the  number  dropped  to  50%;  by  1978,  to 
25%-   The  professional  converter  was  establishing  him/herself. 

Conversion  activity  also  began  to  include  more  transient 
housing  but,  contrary  to  expectation,  the  percentage  of  tenants  pur- 
chasing their  units  increased  to  36%.   Half  of  the  units  sold 
between  1973  and  1976  cost  less  than  $40,000,  a  figure  contradict- 
ing the  theory  that  condominiums  were  limited  to  those  with  upper 
incomes . 

The  majority  of  the  units  converted  between  1973  and  1974 
were  experiencing  marketing  difficulties.   Those  that  did  best 
were  the  moderately  priced  units  in  solid,  but  not  downtown  lo- 
cations.  In  these  cases,  a  remarkable  number  of  existing  tenants 
bought  their  units.   The  World  War  II  project  near  Forest  Hills, 
however,  experienced  difficulty  attracting  buyers  and  still 
contains  a  number  of  rental  units. 
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From  1978  on,  the  "Resurgence  Phase,"  the  number  of  conver- 
sions as  well  as  the  number  of  new  units  increased  dramatically. 
Fifty  percent  more  units  were  converted  in  1978  alone  than  in  the 
entire  three  preceeding  years.   Aside  from  the  increase  in 
numbers,  the  characteristics  of  the  conversions  remained  the  same. 
The  properties  converted  outside  the  downtown  area  were 
well-located  and  well-maintained:   South  Boston  on  the  water,  West 
Roxbury  on  the  Newton  line.   In  the  Back  Bay,  conversions  began  to 
expand  towards  the  Fens.   Downtown  conversions  began  to  experience 
a  change  in  marketability  with  only  15%  of  the  existing  tenants 
purchasing  their  units.   This  change  is  viewed  by  some  as  dis- 
turbing, as  it  reflects  the  fact  that  lower-priced  rentals  are 
being  rehabilitated  and  sold  as  higher-priced  units.   Outside  of 
downtown,  however,  the  previous  years'  trend  continued  with  30%  of 
the  existing  tenants  purchasing  their  units. 

There  is  no  question  that  the  rate  of  conversion  and  market- 
ability of  units  is  accelerating.   Units  in  the  second  and  third  phases 
of  the  same  conversion  projects  are  bringing  prices  about  one-third 
higher  than  the  first  conversions  a  year  earlier.   As  the  majority 
of  these  sales  are  "as  is,"  these  increases  do  not  reflect  higher 
rehabilitation  costs,  but  increased  demand. 

There  are  other  trends  associated  with  this  increase  in 
conversion  activity.   First,  marginal  rental  units  in  Back  Bay/ 
Beacon  Hill  area,  as  well  as  lodging  housing  within  the  central 
core,  are  being  substantially  rehabilitated  for  condominiums. 
Such  conversions  are  of  concern  to  some  as  they  are  utilizing 
the  last  private  low  to  moderate  income  housing  in  these 
neighborhoods . 
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Second,  motivated  by  a  desire  to  get  out  of  the  rental  busi- 
ness and  realize  a  substantial  capital  gain  through  conversion, 
more  long-term  owners  are  selling  to  middlemen  converters.   In 
addition,  a  new  type  of  buyer  has  been  attracted  to  the  market 
purely  for  short-term  speculative  gain. 

The  role  of  the  specualtor-converter  is  of  concern  for  several 
reasons.   The  treatment  of  tenants  during  the  conversion  process 
involves  a  very  sensitive  human  relationship,  being  carried  out  by 
a  person  who  has  no  past  or  future  relationship  with  the  tenant. 
In  addition,  the  speculator-converter  has  no  particular  incentive 
to  do  more  than  the  minimum  necessary  rehab  while  taking  as  large 
a  profit  as  possible.   Especially  if  the  property  requires  extensive 
repairs ,  this  type  of  transaction  can  leave  the  new  owner  in  a 
heavily  mortgaged  position  vulnerable  to  any  shift  in  market. 

In  1980,  tenant  concerns  regarding  conversions  began  to  draw 
media  attention.   Although  the  Boston  Rent  Control  Administration 
records  indicate  that  tenants  have  been  protesting  eviction  or 
seeking  assistance  to  deal  with  conversions  since  1977,  recent 
media  focus  has  generated  additional  public  concern.   Community 
groups  and  developers  have  begun  to  explore  options  to  increase 
the  market  opportunities  for  homeownership  to  moderate  income 
people.   The  potential  for  continued  conversions  indicates  that 
Boston  must  develop  sensible  condominium  policies  which  consider 
the  broad  ramification  of  the  conversion  trend  and  maintain  a 
stable  set  of  rules. 
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The  complexity  of  the  issue  was  reflected  in  the  Commission's 
discussion.   On  the  one  hand,  the  conversion  of  existing  rental 
units  to  condominiums  represents  a  loss  in  rental  housing  units.  It 
fuels  a  market  in  which  Federal  income  tax  deductions   for  mortgage 
interest  and  local  tax  payments  significantly  increase  the 
ability  of  higher  income  people  to  meet  higher  costs.   As  these 
indirect  Federal  subsidies  are  less  significant  for  lower  income 
households,  the  condominium  market,  more  than  the  rental  market 
where  there  are  no  indirect  subsidies,  favors  those  of  higher 
income. 

In  the  conversion  market,  people  with  relatively  low  income  and 
small  savings  may  be  forced  to  compete  against  people  with  available 
assets  for  whom  high  interest  payments  are  not  only  less  burdensome 
but  also  provide  a  desired  tax  shelter.   Thus,  particularly  for 
elderly,  low  to  moderate  income  households,  or  tenants  on  fixed  in- 
come with  little  savings,  condominium  conversion  represents  a 
serious  threat  of  displacement. 

This  problem  is  even  more  severe  in  rent  controlled  units.  The 
possibility  of  conversion  may  be  a  way  to  circumvent  controls  or 
to  pressure  tenants  to  accept  high  rents. 

Even  where  displacement  is  not  a  problem  for  the  individual 
tenant,  the  total  number  of  housing  units  accessible  to  the  low  and 
moderate  income  household  is  reduced.   For  example,  in  the  case 
of  student  displacement,  new  students  blocked  from  one  housing  re- 
source must  seek  another  and  thus  aggravate  displacement  pres- 
sures on  the  other  rental  units. 
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In  addition,  while  the  general  impression  is  that  condominium 
conversion  enhances  stability  this  is  not  always  the  case.   Many 
long-term  tenants  have  pride  in  their  homes  and  contribute  to 
the  stability  and  social  cohesion  to  the  neighborhood.   If  they 
are  displaced  by  conversion,  there  is  often  a  loss  in  stability. 
Many  condominium  purchasers  are  quite  transient,  especially  young, 
single  or  childless  couples,  two-income  households  at  the  beginning 
or  mid-point  of  careers  who  view  the  condominium  as  a  convenient 
temporary  residence  and  investment. 

On  the  other  hand,  condominium  conversion  represents  a  homeown- 
ership  opportunity  for  some  individuals  as  well  as  a  potential 
revenue  source  for  the  City.   While  the  displacement  of  long-term 
tenants  by  more  transient  owners  is  a  concern,  few  would  question 
the  positive  effects  of  homeownership  such  as  increased  maintenance, 
community  pride,  and  cohesion  if  displacment  does  not  occur.  Some 
note  that  conversion  may  open  more  possibilities  for  ownership 
to  more  individuals  of  lower  income  than  more  traditional  approaches. 
While  the  rental  market  might  be  extremely  tight  in  some  parts  of 
Boston,  or  even  Citywide  on  the  average,  other  neighborhoods 
might  be  experiencing  excessive  vacancy  and  abandonment.   They 
could  benefit  from  the  kind  of  investment  that  condominium  conversion 
might  bring. 

Those  who  view  the  condominium  phenomenon  in  a  more  favorable 
light  agree  that  conversion  creates  problems  for  some  people  but 
proposed  targeted  subsidies  to  deal  with  these  problems.   For 
instance,  utilizing  a  Federal  grant,  Brookline  has  recently 
adopted  a  pilot  program  to  enable  moderate  income  persons  to 
purchase  condominiums.   A  portion  of  the  grant  is  used  to  bridge 
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the  gap  between  what  the  moderate  income  person  can  pay  and  the  market 
value  of  the  unit.   The  moderate  income  buyer  becomes  a  homeowner 
in  an  area  he/she  would  probably  not  be  able  to  live  without 
the  subsidy,  and  the  seller  suffers  no  adverse  effect. 

Many  Commission  members  who  felt  that  condominium  conversion 
does  have  benefits  were  concerned  that  the  conversion  process  it- 
self is  increasingly  in  the  hands  of  "middlemen  converters."  One 
reason  the  owners  of  rental  units  do  not  act  as  their  own  converter 
is  the  Federal  tax  treatment.   By  selling  an  entire  property  to  a 
converter  in  one  transaction  at  a  price  anticipating  the  conversion 
to  condominiums,  the  owner  can  treat  the  increased  value  as  a  capital 
gain,  taxable  at  27%.   If  instead  he  acts  as  his  own  converter  and  sells 
individual  units,  he  is  treated  as  a  broker,  and  the  increase  in  value  is 
treated  as  ordinary  income  and  is  taxable  in  the  top  bracket  at  70%. 
C.    Rent  Control 

Boston  established  a  Rent  Grievance  Board  in  1968  which  was  sup- 
planted with  a  rent  control  ordinance  in  1969  and  amended  to  include 
vacancy  decontrol  in  1976.   The  controversy  surrounding  rent  control 
continues  to  grow.   It  is  a  topic  in  which  perception  is  at  least 
as  powerful  as  reality,  and  where  it  is  sometimes  difficult  to 
distinguish  between  the  two.   As  the  Commission  attempted  to  deal 
with  rent  control,  it  became  clear  that  much  of  the  information  needed 
to  effectively  evaluate  the  program  was  not  available;  what  was 
available  was  not  based  on  field  research  but  rather  derived  from 
1970  census  data  by  the  Redevelopment  Authority  and  the  Office  of 
Housing,  Development  and  Construction  in  conjunction  with  the  Rent 
Board. 
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The  Rent  Control  Board  estimated,  for  example,  that  through 
vacancy  decontrol  --  a  process  through  which  controls  are  removed 
when  a  unit  is  vacated  --  the  number  of  controlled  units  has 
shrunk  from  approximately  100,000  to  50,000.   There  are  those, 
however,  who  even  question  the  50,000  figure  and  suggest  that 
30,000  units  is  a  more  reasonable  estimate.   In  addition,  there 
is  no  data  to  indicate  what  type  of  tenant  currently  benefits  from 
the  rent  control  program. 

Thus,  at  the  Commission's  request,  the  Office  of  Housing, 
Development  and  Construction  and  the  Redevelopment  Authority 
utilized  the  rent  control  files  to  conduct  a  survey.   The  results 
showed  that  more  units  had  been  decontrolled  in  areas  with  a 
larger  concentration  of  students  and  young  people  than  in  neigh- 
borhoods where  older  people  predominated,  and  that  the  majority  of 
those  residing  in  rent  controlled  units  were  born  before  1918. 
The  survey  concluded,  therefore,  that  rent  control  as  currently 
operating  in  Boston,  is  probably  protecting  the  older  tenant. 

It  should  be  emphasized,  however,  that  this  survey  was  in  no 
way  designed  to  be  a  "definitive  work."  Rather,  it  was  to  provide 
the  Commission  with  some  needed  information  quickly,  until  a  more 
complete  evaluation  could  be  conducted.   It  did  not  provide,  for 
example,  any  information  on  the  income  of  those  tenants,  nor  did 
it  focus  on  the  130,000  structures  which  contain  from  one  to  four 
housing  units  and  are  so  predominant  in  outlying  neighborhoods. 


6.   Unpublished  survey,  Office  of  Housing,  Development  and  Construction, 
July  1980. 
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Most  of  these  structures  are  owner-occupied  and  not  sub- 
ject to  rent  control.   Rental  patterns  and  the  attitudes 
of  residents  in  these  buildings  are  important,  as  it 
is  thought  that  their  turnover  rate  is  less  frequent, 
and  the  social  relationships  that  emerge  between  owner 
and  tenant  in  these  smaller  structures  keep  rents  at 
a  moderate  level  without  controls. 

On  occasion,  the  Mayor  has  referred  to  rent  control 
as  a  "tourniquet"  which  he  would  like  to  take  on  and  off 
as  the  need  arises.   Although  this  may  be  a  worthy  objective, 
it  is  exceedingly  difficult  to  achieve  without  adequate 
information  on  the  effects  of  the  program.   Readily 
available  minimum  data  should  include:   the  number  of 
units  under  rent  control,  their  location  and  size, 
and  tenant's  age  and  income.   The  Commission  found 
the  lack  of  such  information  a  major  concern  and 
understands  that  failure  to  provide  the  Rent  Control 
Administration  access  to  the  City's  data  processing 
facilities  is  responsible  for  much  of  this  data  gap. 

In  addressing  the  perception  vs.  reality  aspect  of 
rent  control,  the  Commission  found  that  the  public  lacked 
an  understanding  of  the  program  and  that  rent  control 
was  neither  the  villain  nor  the  hero  of  Boston's  housing 
crisis.   A  direct  mailing  survey  of  South  End  residents 
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revealed,  for  example,  that  over  one-third  of  the  respondents 
did  not  know  if  their  units  were  rent  controlled.   Without 
this  knowledge,  they  did  not  know  how  to  respond  when 
notified  of  a  rent  increase  or  if  such  an  increase  as 
legal.   Furthermore  few  thought  of  calling  the  Rent 
Board  to  find  out. 

In  terms  of  Rent  Control's  broader  impact  on  Boston's 
housing,  there  is  no  question  that  rents  in  Boston  have 
lagged  behind  the  Consumer  Price  Index  (CPI).   The  same 
is  true,  however,  of  rents  nationally,  and  to  a 
lesser  extent  in  non-controlled  as  well  as  controlled 
units . 

Advocates  of  rent  control,  citing  studies  by 
John  Gilderbloom,  argue  that  the  increase  in  the 
Consumer  Price  Index  underestimates  the  pressure 
on  the  family  budget  of  the  moderate  to  low  income 
household.   In  addition,  as  the  index  is  calculated 
on  the  costs  of  providing  new  housing,  it  overstates 
the  pressure  on  maintaining  existing  housing  which 
is  often  owned  free  and  clear. 


7.   Unpublished  survey,  "Condominiums  in  the  South  End," 
Boston  Redevelopment  Authority,  Spring  1980. 
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A  study  completed  by  George  Sternlieb,  of  the  Boston  metropol- 
itan area,  found  that  rents  in  non-controlled  buildings  rose  88% 

as  fast  as  operating  costs  based  on  the  CPI .   Those  in  rent  con- 

o 
trolled  buildings  rose  44%  as  fast.   Although  the  Rent  Control 

Board  does  not  maintain  adequate  records,  a  sample  of  Boston 

buildings  prepared  by  the  Redevelopment  Authority  indicated  rents 

in  vacancy  decontrolled  units  lag  5%  behind  the  CPI.   Rents  in 

controlled  units  have  only  increased  one-third  as  rapidly  as  the 

Q 

index.   When  corrected  for  inflation,  rents  in  1979  were  only  85% 
as  high  as  those  in  1973. 

At  the  same  time,  the  gap  between  expenses  and  income  has 
become  even  more  acute  since  1974,  largely  due  to  rising  fuel 
costs.   Operating  costs  for  apartments  in  elevator  buildings  in 
the  Boston  area  increased  by  117%  between  1965  and  1979,  compared 
to  an  89%  increase  in  average  rents.   Low-rise  buildings  have 
experienced  a  120%  increase  in  costs  since  1965. 

The  above  data  indicate  that  rent  control  alone  is  not 
sufficient  to  explain  the  growing  discrepancy  between  operating 
costs  based  on  the  CPI  and  the  tenant's  ability/willingness  to 
pay.   The  gap  between  a  building's  construction  cost  and  the 


8.  George  Sternlieb  et  al.  "The  Realities  of  Rent  Control  in  the 
Greater  Boston  Area,"  report  prepared  by  the  Center  for  Urban 
Policy  Research,  Rutgers  University,  1974. 

9.  Bonnie  Huedorfer,  Boston  Redevelopment  Authority. 

10.  John  F.  Kain  et  al.  "Condominium  Conversion  in  Massachusetts: 
An  Evaluation  of  its  Benefits  and  Costs,"  April  1980,  p.  12. 

11.  Ibid,   p.  12. 


43 


income  it  can  generate  to  cover  that  cost  is  even  greater.  Due 
to  the  increased  costs  of  finance,  energy,  labor,  and  construction, 
expenses  in  the  Boston  area  have  increased  twice  as  fast  as 
rents  --  a  fact  which  may  do  much  to  explain  the  lack  of  new, 
unsubsidized  rental  housing. 

The  widening  gap  between  housing  costs  and  tenants'  ability 
to  pay  has  much  to  do  with  the  current  demise  in  older  rental 
stock,  the  lack  of  unsubsidized  new  construction,  and  the  desire 
of  landlords  to  convert  their  existing  rental  units  into  condominiums. 
Although  each  of  these  trends  may  be  more  prevalent  in  cases  where 
rent  controls  exist  than  where  they  do  not,  the  trends  are  clearly 
present  in  uncontrolled  situations  as  well. 

Indeed,  a  study  prepared  by  Harvard  economist  John  Kain,  for 
the  Boston  Real  Estate  Board,  observed,  "Where  rent  control  had 
kept  rents  below  already  low  levels,  the  incentive  is  simply  that 
much  greater  to  convert  rental  units  to  condominiums.   The  experience 
in  other  regions,  however,  suggests  that  even  without  rent  controls, 

market  rents  would  undoubtedly  be  less  than  those  necessary  to 

12 
induce  new  construction. 

Taxes  also  have  a  profound  influence  on  the  City's  rental 

housing.   Unlike  other  comparable  cities,  where  taxes  on  multifamily 

property  run  between  10%  and  20%  of  gross  income,  Boston  takes  a 

whopping  30%  to  40%.   To  the  impartial  observer,  it  might  appear 

12.   Ibid,   p.  30. 
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that  the  City  is  encouraging  the  landlord  to  get  out  of  the 
rental  business. 

The  Commission  also  noted  that  much  of  the  controversy  sur- 
rounding rent  control  is  based  upon  perception  as  opposed  to 
reality.   Landlords  often  argue,  for  instance,  that  rent 
control  discourages  the  construction  of  rental  units.   The 
fact  is  that  as  new  units  are  not  under  rental  control,  it 
is  the  fear  that  these  units  might  be  controlled  under  a 
new  law  rather  than  the  existing  program  which  may  impact 
investment  decisions.   If  there  is  an  investment  climate 
problem  caused  by  rent  control,  its  more  serious  impact  may 
be  on  the  maintenance  of  existing  rental  housing  where  the 
complications  of  the  rent  control  process  may  drive  out  small 
owners  providing  high  quality  maintenance. 

A  continuing  source  of  controversy  surrounding  rent  control 
is  the  method  utilized  to  calculate  increases.  In  one  system, 
referred  to  as  a  "case-by-case  adjustment"  system,  the  operating 
costs  of  each  unit  are  reviewed  individually.   Increases  are 
granted  only  to  that  particular  unit.   In  another  method,  the 
"general  adjustment"  system,  cost  increases  are  estimated  as 
averages,  and  the  increases  applied  to  all  units. 

In  turn,  proponents  of  the  case-by-case  study  review  maintain 
that  as  buildings  and  operating  costs  vary  greatly  in  Boston,  it  is  not 
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possible  to  run  a  "fair"  program  on  a  general  adjustment  basis 
without  sophisticated  analytical  support. 

Another  issue  surrounding  the  rent  control  question  is 
whether  rent  control  ought  to  protect  all  tenants  or  whether  it 
should  be  restricted  to  protecting  tenants  meeting  a  specific  criteria 
of  need  based,  for  example,  on  age  and/or  income.  Those  arguing  for 
restricting  the  size  of  the  protected  group  point  out  that  rent 
control  can  decrease  the  maintenance  of  rental  property  as  well  as 
the  taxes  the  City  receives  from  rental  property.   Losses  should 
not  be  suffered  in  the  absence  of  a  compelling  social  reason. 

Advocates  of  rent  control  protection  for  all  tenants  argue 
that  Federal  tax  depreciation  is  adequate  to  maintain  the 
viability  of  rental  housing  as  an  economic  activity;  the  City 
should  protect  all  of  its  citizens  from  unnecessary  increases 
in  cost,  and  middle-class  tenants  strengthen  the  constituency 
for  an  effective  rent  control  administration. 

Similar  differences  occur  on  the  issue  of  vacancy  decontrol. 
From  one  point  of  view,  vacancy  decontrol  allows  some  increased 
flow  of  revenue  from  the  rental  stock.   It  also  creates  a  stronger 
incentive  for  landlords  to  properly  maintain  property  in 
anticipation  of  enhanced  market  value.   In  addition,  it  is  seen  by 
some  as  protecting  current  tenants  from  disruption,  focusing  the 
protection  more  closely  on  those  in  need.   From  another  point  of 
view,  vacancy  decontrol  results  in  a  pattern  of  inconsistent  rents, 
weakens  the  constituency  favoring  controls,  and  makes  maintenance 
of  an  effective  rent  control  administration  more  difficult. 
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Rent  control  advocates  also  maintain  that  vacancy  decontrol 
has  not  led  to  improved  maintenance  or  new  construction  as  implied 
by  the  real  estate  industry,  but  that  it  has  led  to  harassment  of 
tenants  and  even  arson  to  encourage  vacancies  and  to  very  large  rent 
increases.   They  argue  that  vacancy  decontrol  should  be  ended  and  a 
new  general  rent  stabilization  process  begun. 

Those  in  favor  of  a  general  adjustment  note  that,  particularly 
for  the  small  landlord,  the  preparation  cost  for  a  unit-by-unit 
review  is  too  high  and  the  expected  increase  too  low  to  warrant 
the  expenditure.  Thus,  landlords  do  not  file  for  increases;  rather 
they  raise  the  rents  on  their  vacancy  decontrolled  units  to  cover 
what  they  "lose"  on  the  controlled  units.   In  other  words,  vacancy 
decontrolled  units  are  subsidizing  those  remaining  under  control. 
Worse  still,  many  small  landlords  who  take  good  care  of  their 
property  leave  the  field  because  they  are  unwilling  to  deal  with  a 
system  that  appears  complicated  and  unpredictable. 

While  the  Commission  members  differed  strongly  about  the 
degree  and  the  desirability  of  various  aspects  of  rent  control,  a 
consensus  developed  that  over  time  and  under  current  policies 
rent  control  affects  fewer  and  fewer  units  and  protects  principally 
older,  long-term  residents.   In  addition,  through  decontrol,  it 
has  become  a  less  significant  factor  in  the  City's  housing  picture. 

D.    Rising  Fuel  Costs 

No  other  single  factor  has  contributed  more  to  rising  housing 
costs  in  Boston  than  fuel  prices.  Ninety  percent  of  New  England's 
energy  resources  are  imported  from  outside  the  region  and  80% 
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13 
from  foreign  countries.     With  80%  of  the  region's  energy  coming 

from  petroleum,  compared  to  a  national  average  of  42%,  dependence 

on  petroleum  aggravates  an  already  bad  situation.   Energy  costs  in 

New  England  average  a  full  38%  higher  than  the  rest  of  the  country 

and  have  an  additional  adverse  impact  on  housing  costs.   Since 

1965,  the  cost  of  home  heating  oil  has  increased  over  373%  from 

26. 8C  a  gallon  to  $1.00.   By  current  estimates  the  cost  of 

fuel  for  the  average  Boston  landlord  has  risen  by  91.5%  since 

14 
1976.    In  the  1980-81  winter  season,  prices  climbed  to  approx- 
imately $1.20  per  gallon;  under  President  Reagan's  recently 
announced  order  to  decontrol  gas  prices  they  are  expected  to 
increase  even  more. 

The  problems  of  supply  are  matched  by  those  of  demand.   The 
climate  is  cold  and  the  housing  stock  is  poorly  insulated,  if  at 
all.   Indeed,  in  Massachusetts  61%  of  the  housing  stock  was  built 
before  1939.   The  1970  census  noted  that,  at  the  time,  77%  of 
Boston's  housing  stock  was  at  least  thirty  years  old,  with  the  vast 
majority  built  before  1900. 

The  Federal  government's  response  to  this  situation  was  to 
provide  fuel  assistance  for  those  meeting  Federal  fuel-assistance 
guidelines  and  tax  credits  to  encourage  others  to  insulate 


13.  Unless  otherwise  indicated,  figures  in  this  section  are 
from  the  "Weatherization  Improvement  Program,  Program 
Design  80-81,"  prepared  by  the  Mayor's  Office  of  Housing, 
1980. 

14.  From  Boston  Rent  Control  Administration. 

15.  1980  census  figures  were  not  available  at  the  time  of 
this  writing. 
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their  homes.     By  providing  direct  cash  payment  to  those  meeting 
Federal  fuel-assistance  guidelines,  the  Federal  government  assists 
the  "poor"  in  coping  with  the  current  heating  crisis.  As  the 
program  prohibits  the  money  to  be  spent  on  conservation,  however, 
it  does  nothing  to  lessen  the  household's  dependence  on  oil  or  to 
alleviate  the  long-term  effects  of  the  crisis  as  energy  costs  rise 
even  higher. 

Tax  credits  to  encourage  conservation  are  welcome  to  those 
who  have  sufficient  income  to  benefit  from  the  tax  break.   The 
fact  remains  that  the  Federal  government  has  done  very  little  to 
assist  those  whose  incomes  are  above  its  guidelines  yet  below 
the  income  level  sufficient  to  benefit  from  the  tax  credit  or  low 
income  families  who  want  to  weatherize  their  homes. 

In  an  attempt  to  bridge  this  gap  and  provide  energy  assis- 
tance to  low  and  moderate  income  homeowners,  the  City  has  developed 
a  Weatherization  Improvement  Program  (WIP) .   The  program  utilizes 
Community  Development  Block  Grants  to  provide  cash  for  weather- 
ization work  to  low  and  moderate  income  owner-occupants  of  sixteen 
family  structures  in  eligible  neighborhoods  across  the  City. 


16.   Federal  fuel-assistance  guidelines  are  based  on  125%  of 

Federal  poverty  guidelines.   Although  specific  numerical  guide- 
lines have  not  been  finalized,  tentative  figures  are  available. 
For  a  family  of  one,  the  income  limit  is  approximately  $4,738 
with  $1,525  added  for  each  additional  family  member  up  to  six. 
Total  aid  available  under  this  formula  is  $750  per  household. 
The  state  offers  a  similar  program  based  on  150%  of  Federal 
poverty  guidelines.  Income  limits  for  a  family  of  one  is  about 
$5,685  with  $1,830  added  for  each  family  member  up  to  six.  Total 
aid  available  through  this  program  is  $750  per  household. 
These  two  programs  are  "piggybacked."  At  this  time,  includ- 
ing occupants  of  public  housing,  441,000  families  in 
Massachusetts  meet  these  guidelines.   In  1981,  states  will  be 
allowed  to  use  3%  of  their  Federal  fuel  assistance  allocation 
for  conservation,  blankets,  and  other  "heat-related  items." 
Individual  households,  however,  do  not  decide  how  "their  allo- 
cation" is  to  be  spent.   Source:  Citizens  Energy  Corporation. 
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The  maximum  cost  of  repairs  remains  constant  and  is  depen- 
dent on  the  number  of  units  in  each  structure.   For  a  single  unit 
structure,  for  example,  the  maximum  cost  has  been  established  at 
$5,000,  and  for  a  six-unit  structure  the  limit  is  $15,000. 

Energy-related  repairs  are  divided  into  two  categories  -- 
mandatory  and  optional.   Mandatory  improvements  include  storm 
windows,  attic  insulation,  weatherstripping  and  caulking,  and  smoke 
detectors.   Optional  items  include  heating  system  tune-up,  heating 
system  replacement,  storm  doors,  fireplace  dampers,  clock  thermostats, 
pipe  and  hot  water  heater  insulation,  and  solar  devices.   All 
participants  must  undertake  at  least  one  "major"  energy  repair. 
These  include  insulating  attics  or  walls,  installing  storm  windows, 
or  replacing  heating  systems. 

The  Commission  views  this  program  as  a  positive  step  in 
alleviating  the  affect  of  the  fuel  crisis  on  low  and  moderate 
income  homeowners.   While  the  program  should  also  benefit  tenants 
of  the  rental  units  in  the  sixteen  owner-occupied  structures  who  par- 
ticipate, it  does  not  address  the  problems  of  the  City's  multi- 
family  investor-owned  stock.   Figures  from  the  Boston  Rent  Control 
Administration  show  that  fuel  costs  for  the  average  landlord  in 
Boston  have  increased  91.5%  since  1976.   For  the  landlord 
attempting  to  provide  moderate  income  housing,  these  cost  increases 
are  one  more  factor  to  encourage  him/her  to  get  out  of  the  rental 
business . 

The  landlord  who  wants  to  conserve  energy  and  thereby  hold 
down  costs  currently  receives  no  assistance  from  the  City.  The 
Rent  Control  Administration  does  encourage  landlords  to  improve 
their  buildings  through  its  "Property  Betterment  Program."  This 
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program  enables  landlords  to  amortize  the  cost  of  the  improvement 
plus  8.5%  over  its  projected  life.     This  figure  is  then  used  to 
calculate  a  "fair"  rent  increase.   At  this  time,  however,  there 
are  no  additional  incentives  that  favor  energy-related  improvements 
over  general  ones. 

Although  landlord  advocates  maintain  these  incentives  are  in- 
sufficient to  promote  capital  improvements,  the  Rent  Control  Adminis- 
tration reports  that  those  landlords  who  have  installed  insulation 
and/or  energy-efficient  devices  found  the  investment  to  be  worthwhile. 
Some  have  suggested  that  other  owners  would  be  eager  to  make  the 
investment  if  information  was  available  on  the  relative  effective- 
ness of  specific  improvements. 

E .   Abandonment 


Perhaps  no  other  "urban  phenomenon"  of  the  last  thirty  years  more 
effectively  connotes  the  failure  of  the  nation's  urban  policy  than 
abandoned  properties.   Somehow,  the  sight  of  empty  buildings  reminiscent 
of  a  bombing  blitz,  amidst  a  housing  shortage,  moves  those  from  both 
sides  of  the  political  spectrum  to  stop  and  wonder  what  went  wrong. 

In  1980,  then  Republican  Presidential  candidate  Reagan 
visited  Charlotte  Street  in  the  South  Bronx  and  unknowingly  used 
the  exact  words  to  describe  the  conditions  he  saw  and  felt  as 
Democratic  candidate  Jimmy  Carter  had  used  earlier.   Either  a 
speech  writer  had  turned  traitor,  or,  more  likely,  the  description 
invokes  a  common  response  that  covers  both  ends  of  the  political 
spectrum. 


17.   The  8.5%  is  expected  to  be  raised  to  12.5%  shortly. 
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Boston,  however,  is  not  the  South  Bronx.   It  is  fortunate 

that  unlike  other  eastern  cities,  its  abandonment  problem  is  not 

18 
overwhelming.     The  existing  Urban  Homesteading  Program  has 

rehabilitated  sixty-eight  abandoned  properties,  forty-eight  of 

which  were  owned  by  the  Federal  government  and  twenty  of  which 

were  privately  held. 

As  most  of  the  Federal  inventory  has  been  rehabilitated,  the 
overwhelming  majority  of  the  remaining  500  structures  are  either 
privately  or  City-owned.   However,  as  explained  below,  very  few  of 
the  privately  owned  structures  can  be  acquired,  and  very  few  of 
the  City-owned  properties  can  be  transferred  from  the  Real  Property 
Department  for  rehabilitation  under  the  Homesteading  Program. 
Thus,  the  City's  abandoned  properties  program  moves  at  half  speed. 
It  is  unable  to  take  advantage  of  an  available  resource  that  would 
alleviate,  although  admittedly  not  solve,  the  housing  shortage. 

The  Commission  also  noted  that  the  length  of  time  required  to 
foreclose  on  properties  with  delinquent  taxes  often  means  that  the 
property  is  beyond  feasible  rehabilitation  condition  before  fore- 
closure takes  place.   Part  of  the  time  delay  is  due  to  the  City, 
part  is  due  to  administrative  problems,  and  part  is  due  to  the  fact 
that  there  is  only  one  Land  Court  in  the  entire  Commonwealth  to 
handle  all  foreclosure  cases. 


18.   Information  on  the  abandoned  property  and  homesteading  programs 

was  supplied  by  their  director,  Frank  Tate,  of  the  Mayor's  Office 
of  Housing.   This  discussion  refers  only  to  private,  City,  or 
HUD-owned  units  held  by  the  Boston  Housing  Authority  (BHA) .   A 
breakdown  of  these  private,  City,  and  HUD-owned  abandoned  properties 
is  included  in  Table  III.   "HUD"  refers  to  the  Department  of 
Housing  and  Urban  Redevelopment,  the  Federal  housing  agency. 
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ABANDONED  STRUCTURE 
Estimated  Totals 


I.   Existing  Homesteading  Areas 

Mattapan  36 

Meeting  House  Hill  30 

Codman  Square  20 

Franklin  Field  60 

Jamaica  Plain  48 

194 


II.  Proposed  New  Areas 

Roxbury 
Sav-Mor  and  Geneva-Quincy         124 


Dorchester  Expansion  77 

Extension  of  existing  areas 
to  include  Mt.  Bowdoin  and 
Columbia  Rd  to  Bowdoin  Street, 
Columbia,  Jones  Hill,  Saving  Hill, 
NSA  and  Uphams  Corner 


III.   Other  Areas  and  Scattered         150 
IV.  Estimated  City  Total  538 


Source:  Frank  Tate,  Mayor's  Office  of  Housing,  April 
1981.  Count  is  based  on  structures—on  the 
Average  these  are  2-units  per  structure. 
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The  problem  can  be  broken  into  legal  and  administrative 
constraints.   At  present,  current  law  prevents  the  efficient 
write-offs  of  taxes  on  abandoned  properties  where  there  is  no 
reasonable  expectation  that  the  owner  will  pay  back  taxes  to 
preclude  foreclosure. 

Second,  when  the  City  holds  title  to  the  property,  it  must 
either  be  auctioned  or  transferred  to  the  Redevelopment  Authority. 
However,  even  the  Authority's  ability  to  acquire  the  property  is 
legally  limited.   It  may  acquire  only  as  a  pass-through  to  non-profit 
corporations  or  as  a  short-term  demonstration  outside  of  the 
renewal  area.   It  is  the  Commission's  understanding  that  although 
the  Public  Facilities  Department  has  the  legal  authority  to  act  as 
a  transfer  agent  it  has  not  assumed  this  role. 

Since  the  BRA  has  limited  legal  authority  to  hold  title  to 
properties  outside  of  renewal  areas,  since  the  Real  Property 
Department  must  auction  all  its  holdings,  and  since  the  Public 
Facilities  Department  has  not  been  utilized  as  a  transfer  agent, 
the  Homesteading  Program  must  depend  on  non-profit  corporations  to 
acquire  title  for  rehabilitation.   Although  this  has  worked  with 
partial  success  in  five  neighborhoods,  the  continued  dependence  of 
the  Homesteading  Program's  operation  on  the  availability  of  an 
acceptable  non-profit  corporation  is  an  artificial  constraint.   As 
a  result  of  this  constraint,  the  Homesteading  Program  cannot 
operate  in  every  area  where  abandonment  is  a  serious  problem. 
Rather,  it  only  operates  where  there  is  a  serious  problem  and  an 
acceptable  organization. 

Even  in  the  five  areas  where  the  program  currently  operates 
most  of  the  properties,  to  date,  were  previously  owned  by  HUD.   As 


54 


the  HUD  stock  has  now  been  substantially  reduced,  each  area  is 
now  dependent  on  private  and  City-owned  acquisitions  for  rehabil- 
itation, both  of  which  are  difficult  as  outlined  above.   In 
addition,  there  are  areas  where  abandonment  is  only  a  spot  problem, 
but  one  which  still  adversely  affects  the  neighborhood.   There  is 
no  programmatic  way  to  currently  deal  with  these  properties. 

Lack  of  efficient  administrative  procedures  further  aggra- 
vates the  problem.   At  the  moment,  the  City  has  no  systematic 
inventory  procedures  to  effectively  target  properties  for  fore- 
closure and  disposition  in  conjunction  with  City  rehabilitation 
programs . 

Commission  members  pointed  out  that  the  lack  of  a  coordinated 
City  effort  towards  returning  abandoned  property  to  active  use  is 
only  symptomatic  of  a  larger  need  to  develop  a  municipal  informa- 
tion management  system.   Such  systems  coordinate  information  held  by 
different  City  agencies.   In  and  of  itself  the  coordinated  information 
has  value.   New  York  City,  for  example,  sells  the  data  from  its  Housing 
Preservation  Department  and  Finance  Department  to  insurance  companies. 

The  immediate  value  of  this  information  lies  in  coordinating 
the  data  provided  by  various  departments  to  produce  not  only 
viable  abandoned  property  programs  but  also  to  anticipate  and 
prevent  potential  abandonment.   In  Boston,  this  coordination  would 
require  interaction  among  several  departments  as  well  as  the 
Assessor's  Office.   Information  on  changes  in  sales  prices, 
multiple  ownership,  and  property  transfers  would  be  readily  avail- 
able. 
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Providing  such  information  also  helps  identify  patterns  basic  to 
arson  prevention  programs.  Suspect  properties  are  watched  by  an  arson 
squad,  a  task  force  made  up  of  officials  from  fire  and  police  departments. 
This  procedure  has  proven  effective  in  reducing  arson  in  many  areas  of  the 
country,  and  although  Boston  has  such  a  squad,  it  could  operate  more  effec- 
tively if  it  received  better  information  from  the  City's  housing  offices. 

F.   Access  to  Opportunity  --  The  Need  for  a  Fluid  Housing  Market 

A  less  visible  aspect  of  the  housing  problem,  but  one  which  dominated 
many  of  the  Commission's  meetings,  is  the  question  of  access  to  a  wide 
variety  of  urban  opportunities.   The  historical  function  of  cities  as 
places  where  people  come  to  seek  new  opportunities  and  change  their  lives 
socially  and  economically  developed  with  the  availability  of  housing 
units  to  make  all  this  possible.   At  one  of  the  Commission  meetings, 
housing  expert  Langley  Keyes  of  MIT  observed  that  as  private  ownership 
and  public  housing  grew,  several  major  European  cities  lost  a  significant 
percentage  of  their  rental  housing  stock.   As  a  result,  Keyes  noted,  these 
urban  centers  have  lost  a  great  deal  of  mobility.  The  Commission  expressed 
concern  that  as  units  were  converted  to  condominiums  and  rental  units 
become  harder  to  find  and  increasingly  expensive,  Boston  might  lose  some 
of  its  urban  vitality  and  the  opportunity  it  has  traditionally  provided. 

In  addition,  the  Commission  was  concerned  that  programs  be  pro- 
vided to  give  low  and  moderate  income  people  homeowner ship  opportun- 
ities.  The  enhanced  community  cohesiveness  achieved  through  home- 
ownership  and  the  chance  to  accrue  equity  through  the  appreciation 
of  property  values  are  becoming  increasingly  difficult  for  low  and 
moderate  income  people  to  enjoy. 
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Finally,  and  most  dramatically,  violence,  particularly  racial 
violence  and  discrimination,  represents  a  fundamental  denial  of 
access  which  unfortunately  characterizes  some  areas  of  the  City. 
Although  the  denial  of  public  access  by  race,  a  problem  in  both 
white  and  black  areas  of  Boston,  goes  beyond  a  housing  problem  -- 
it  is  also  a  significant  dimension  of  the  housing  problem.   Racial 
violence  appears  to  have  been  a  causative  factor  in  the 
devastating  vacancy  problem  in  several  public  housing  projects 
and,  in  some  cases,  abandonment  of  private  housing.   Poor  housing, 
increased  poverty,  and  displacement  all  contribute  to  a 
bitterness  and  disruption  in  community  cohesion  which  exacerbate 
the  problems  of  racial  violence. 

Several  housing  activities  in  the  past  have  aggravated 
problems  of  racial  segregation  and  racial  tension.   These  include 
obviously  malevolent  activities  such  as  "block  busting,"  as  well 
as  subtler  practices  concerning  the  availability  of  financing  and 
subsidized  housing.   The  Commission  recognizes  that  the  respon- 
sibility for  a  specific  fair  housing  strategy  is  primarily  the 
role  of  the  Mayor's  Office  of  Fair  Housing  and  its  Fair  Housing 
Advisory  Board.   In  addition  to  the  need  for  Citywide  access  to 
affordable  housing,  fair  housing  activities  require  the  support 
of  adequate  public  services  and  safety. 

G.   Supply  and  Demand  —  The  Need  for  Production 

Much  of  the  Commission's  discussion  centered  upon  the  re- 
lationship between  supply  and  demand.  It  was  repeatedly  noted 
that  the  supply  of  housing  has  not  kept  pace  with  the  "demand" 
or  "need"  for  units .   It  is  important  to  understand  the  distinction 
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between  "demand"  as  used  in  the  straight  economic  sense  and  as  used 
here  as  a  synonym  for  "need."   In  pure  economics,  demand  is 
measured  by  willingness  to  pay.   Therefore,  if  the  public  is 
not  willing  to  pay  enough  for  housing  to  make  the  construction 
of  new  units  profitable,  this  is  considered  insufficient  demand. 
Using  this  logic  to  analyze  the  housing  crunch  ignores  a  basic 
fact  of  life:   some  people  do  not  have  enough  income  to  pay  the 
higher  costs.   When  confronted  with  this  dilemma,  economists 
often  respond  by  saying,  "That's  not  a  housing  problem,  that's 
an  income  problem.   People  in  that  situation  should  be  given  more 
money. " 

The  Federal  government  appears  to  be  following  this  course 
by  stimulating  either  the  supply  side  by  construction  and  mainte- 
nance subsidies  or  the  demand  side  by  transfer  payments  to  the  tenant. 
The  problem  with  this  approach  is  that  there  is  very  little  incentive 
either  to  hold  down  costs  or  to  develop  private  market-rate  housing. 
Thus,  we  have  the  one-bedroom  unit  that  costs  $65,000  to  build  and 
$528  a  month  to  rent;  the  gap  between  the  cost  to  produce  and 
maintain  housing  vs.  the  public's  ability  to  pay  is  growing 
larger. 

Although  it  is  convenient  to  suggest  that  the  Federal 
government  pick  up  the  tab  to  bridge  the  income-cost  gap,  this 
approach  ignores  current  economic  and  political  realities. 
Inflation  is  viewed  as  the  number  one  domestic  problem;  voters 
are  pressing  for  tax  cuts  and  balanced  budgets.   In  light  of 
the  Reagan  election  and  a  Republican-dominated  Senate,  it  appears 
unlikely  the  Federal  government  will  allocate  additional  housing 
funds . 
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Looking  at  our  local  situation  within  the  national  context, 
however,  suggests  some  relief.   Although  there  can  be  no  question 
that  the  lack  of  housing  production  is  a  national  problem,  some 
interesting  patterns  emerge  within  this  broader  context.   Of 
the  private,  non-subsidized  apartments  put  on  the  market  in 
1978,  82%  were  rented  within  three  months,  93%  within  six  months, 
and  99%  within  a  year.   Forty  percent  of  those  units  were  con- 
structed inside  central  cities  of  metropolitan  areas.   Those 
constructed  in  the  central  cities  had  faster  absorbtion  rates 

than  the  national  average;  in  the  Northeast  units  were  absorbed 

19 

faster  than  in  any  other  region.    Indeed,  in  Boston,  with  the 

assistance  of  121A  Tax  Agreements,  larger  developers  have  been  able 

20 
to  build  projects  such  as  the  Greenhouse  and  Exeter  Towers. 

These  figures  question  some  conventional  myths  about  housing 

markets  in  the  Northeast  and  have  particular  implications  for 

Boston.   First,  although  the  country's  growth  may  be  in  the 

"sunbelt,"  there  is  still  "demand"  as  reflected  in  willingness 

to  pay  for  units  in  the  Northeast.   Second,  central  cities  appear 


19.  These  figures  are  summarized  in  Table  IV. 

20.  Chapter  121A  of  the  Massachusetts  General  Laws  authorizes  the 
creation  of  "Urban  Redevelopment  Corporations"  for  the  purpose 
of  undertaking  residential,  commercial,  civic,  recreational, 
and  historical  and  industrial  projects  in  areas  which  are  con- 
sidered to  be  blighted,  open,  decadent,  or  substandard.   The 
statute: 

-  Authorizes  the  exemptions  of  certain  Massachusetts 
developments  from  the  real  property  tax 

-  Sets  forth  procedures  for  negotiating  an  alternative 
tax  payment  on  these  developments 

-  Allows  the  exercise  of  the  power  of  eminent  domain  to 
assemble  a  development  site  in  specified  circumstances. 

Source:   State  Handbook  121A. 
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to  be  in  a  competitive  market  position  compared  to  the  suburbs 
for  these  private,  non-subsidized  units.   Finally,  in  the  light  of 
these  findings,  must  policy  makers  in  Boston  presume  that  the  housing 
supply  is  fixed?   If  the  demand  is  there,  what  City  efforts  might 
be  undertaken  to  encourage  the  private  sector  to  increase  the 
supply? 

Lack  of  production  has  been  and  still  is  one  of  the  major 
housing  problems  confronting  not  only  Boston  but  Massachusetts  as 
well.   When  asked  to  explain  why  they  are  reluctant  to  build  here, 
builders  have  interesting  answers.   Many  state  the  assumptions 
questioned  above;  that  is,  the  market  isn't  strong  enough  to  make 
building  profitable.   Other  cite  the  difficulty  of  "getting 
things  done  in  Boston"  or  have  the  impression  that  the  City 
isn't  really  interested  in  promoting  new  construction. 

Smaller  builders,  who  since  the  1950 's  have  perceived  the 
market  strength  to  be  in  the  suburbs,  simply  have  not  considered 
the  possibilities  Boston  might  offer.   They  complain  about  the 
anti-growth  attitudes  of  the  suburbs  and  the  high  costs  of  site 
development  such  as  water,  roads,  sewers,  power,  and  land.   They 
have  not  realized  the  potential  of  Boston,  where  most  of  these 
building  requirements  can  be  more  readily  met  than  in  the  sur- 
rounding suburbs.   Although  attractive  infill  townhouses  have 
been  built  and  sold  in  Cambridge  for  approximately  $60,000, 
Boston  builders  appear  reluctant  to  take  a  risk.   Here,  most 
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"infill"  projects  have  proven  anything  but  attractive  and  connote 

21 
only  negative  impressions  to  the  general  public. 

This  suggests  that  if  the  City  can  deal  effectivly  with 

the  negative  perception  of  the  building  climate  in  Boston,  the 

market  is  healthy  enough  to  encourage  new  construction.   Much  of 

the  current  negative  perception  is  generated  by  difficulty  in 

22 
dealing  with  the  City's  bureaucratic  structure. 

Currently,  there  are  at  least  nine  City  offices  directly 

involved  with  housing;  many  have  overlapping  responsibilities 

and  some  obsolete  management  systems.   In  addition,  there  is  a 

widespread  perception  that  unless  a  person  "knows  someone  on  the 

inside,"  it  is  virtually  impossible  to  obtain  necessary  action 

within  a  reasonable  time  frame.   Some  builders  hint  at  corruption; 

others  cynically  note  that  they  would  be  happy  to  "pay  off"  if 

they  could  just  get  the  system  to  work.   It  may  be  that  this 

problem  arises  in  part  from  the  great  variety  of  issues  and 

sizes  of  projects  being  dealt  with  by  so  many  agencies.   With 

the  increasing  number  of  existing  and  potential  housing 


21.  "Infill"  refers  to  buildings  built  on  vacant  lots.   Originally 
the  program  used  modern  construction  techniques  such  as  modular 
units  to  lessen  construction  costs.   Although  the  term  "infill" 
still  connotes  "innovative"  construction,  many  units,  regardless  of 
the  type  of  construction,  built  on  vacant  lots  are  referred  to  by 
this  term. 

22.  These  include:   Housing  Inspection;  the  Building  Department;  Housing, 
Development  and  Construction;  the  Neighborhood  Development  Agency; 
Rent  Control;  Mayor's  Office  of  Housing;  Mayor's  Office  of  Fair 
Housing;  Public  Facilities  Department,  and  Department  of  Real 
Property.   In  addition,  the  Boston  Redevelopment  Authority  pro- 
vides housing  services  although  technically  it  is  not  a  City 
agency. 
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TABLE  IV 


ABSORPTION  RATES  U.S.,  CENTRAL  CITIES,  NORTHEAST 

1978 


#  APT.     3  MPS.     6  MPS.      9  MOS.       12  MOS, 


U.S.  TOTAL 

228700 

82% 

93% 

97% 

99% 

CENTRAL  CITIES 

91,700 

m 

95% 

98% 

99% 

NORTHEAST 

13,400 

88% 

97% 

100% 

100% 

SOURCE:  U.S.  DEPARTMENT  OF  COMMERCE 

BUREAU  OF  THE  CENSUS:  HOUSING  UNITS  AUTHORIZED  BY 
PERMITS  AND  PUBLIC  CONTRACTS,  1967-1979,  TABLES  II, 
III,  IV. 
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improvement  activities  in  the  hands  of  small  builders  and  individ- 
ual owners,  the  current  system  which  requires  frequent  visits  to 
City  Hall  is  unworkable.   Dealing  with  several  different  agencies 
inevitably  breeds  frustration  and  suspicion.   It  is  clearly  important 
for  the  City  to  improve  this  perception  by  providing  a  more  coherent, 
coordinated,  and  simple  process.   There  should  be  more  convenient 
hours  and  locations,  particularly  for  the  increasingly  large 
number  of  people  dealing  with  small  projects. 

For  the  most  part,  those  builders  and  tradespeople  who  have 
worked  in  Boston  during  the  past  five  years  have  been  involved  with 
rehabilitation  rather  than  new  construction.   For  the  small  builder 
or  tradesperson,  rehabilitation  has  been  profitable.  It  requires 
neither  site  assembly  nor  the  extensive  and  costly  community 
outreach  efforts  of  new  construction.   Whether  the  rehabilitation 
market  will  be  sufficient  to  satisfy  these  people  during  the 
1980 's  or  to  persuade  them  to  undertake  new  construction  as  well 
is  likely  to  depend  upon  City  support. 

In  short,  although  the  Commission  realizes  that  the  vast 
majority  of  Boston's  future  housing  options  lie  within  the  existing 
stock,  it  also  thinks  that  it  may  be  profitable  to  build  private, 
unsubsidized  housing  in  Boston.   Furthermore,  it  views  leaving 
the  City's  housing  fate  in  the  hands  of  Federal  subsidy  programs 
as  not  only  unrealistic  but  unwise.  The  1980 's  may,  in  fact,  be 
the  time  for  Boston  to  encourage  environmentally  sound  new 
construction  as  it  has  so  successfully  done  for  rehabilitation 
in  the  past  decade. 
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H.    Turnover 

The  rate  and  manner  in  which  Boston's  housing  stock  transfers 
ownership  is  an  important  factor  in  holding  down  housing  costs. 
Of  particular  interest  are  the  triple  deckers,  which  comprise  one-third 
of  our  housing  units  and  are  often  owned  by,  as  well  as  rented  to, 
moderate  income  persons.   In  many  cases,  these  buildings  have  been 
in  the  same  hands  for  twenty  or  more  years  and  are  owned  free  and 
clear.   These  units  represent  a  soon-to-be-discovered  frontier  for 
younger,  more  affluent  people  in  search  of  housing  in  an  ever- 
tightening  market. 

Sensitive  public  action  may  be  able  to  retain  these  units  for 
moderate  income  people,  while  still  providing  housing  opportunities 
for  new  Bostonians.   Without  such  public  intervention,  within  five 
years  the  City  may  lose  this  resource  for  moderate  income  persons 
forever. 

Take,  for  example,  the  following  hypothetical  three-unit 

24 
triple  decker.    Compare  the  $646-a-month  carrying  costs  for 

three  "roomy"  two-  and  three-bedroom  units  itemized  on  the 
following  page  to  the  estimated  $582-a-month  carrying  costs  for 
a  one-bedroom,  $65,000  to  $70,000  newly  constructed  and  govern- 
ment-assisted unit  decribed  in  Section  I. 


24.   Adopted  from  Displacement  Case  Study  #2:  The  Triple  Decker, 
prepared  by  OKM  Associates  and  Urban  Edge. 
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Monthly  Operating  (Cost  of  Structure 

Expenses Per  Structure     Divided  by  3)  Per  Unit 

Taxes 

Heating  Fuel 

Water 

Furnace  &  Maint.  Contract 

Insurance  -  Fair  Plan 

General  Maintenance 

Debt  Service 


$148 

$  49 

333 

111 

50 

17 

45 

15 

40 

13 

30 

10 

0 

0 

TOTAL 


$646  $215  (Rounded   _,. 

to  nearest$) 


Assume  that  the  owners  of  the  building  decide  to  sell.   Re- 
turning to  our  hypothetical  example,  accept  a  current  estimated 
market  value  of  $33,500  with  the  new  owner  making  only  minor 
repairs  totaling  $5,000  a  unit.   A  conventional  mortgage  covering 
these  improvements  would  require  $33,500  +  improvements  at  15%  for 
twenty-five  years  at  20%  down.   The  new  mortgage  and  minor  repairs 
would  add  an  additional  monthly  carrying  cost  of  $491/building  or 
$163/unit.   Although  this  cost  still  compares  favorably  with  the 
one-bedroom  unit  decribed  in  Section  I,  it  may  well  be  out  of 
reach  of  the  moderate  income  owner  and  renter  alike. 

Although  the  policy  implications  associated  with  the  City 
intervening  in  such  cases  appear  straightforward,  there  are  other 
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aspects  which  must  also  be  considered.   First,  is  it  "right"  for 
the  City  to  intervene  in  what  has  always  been  viewed  as  a  private 
decision  --  the  selling  of  one's  home?   If  such  intervention  is 
warranted,  to  what  degree  should  the  City  intervene  and  for  what 
objectives? 

Before  answering  these  questions,  it  is  important  to  have  a 
clear  understanding  of  what  is  meant  by  intervention,  whether  City 
initiated  or  initiated  by  others.   Various  marketing  efforts  and 
media  events  may  not  be  considered  intervention  in  the  traditional 
sense  of  the  word  but  have  much  to  do  with  creating  housing 
markets  and  stimulating  demand  for  housing  in  specific 
neighborhoods . 

It  would  be  exceedingly  unlikely,  for  example,  if  future 
housing  demand,  as  reflected  in  willingness  or  ability  to  pay,  became 
constant  across  Boston.   More  likely,  there  will  be  "pockets"  of 
demand  in  specific  neighborhoods  where  prices  rise  as  areas  be- 
come fashionable  to  those  with  the  ability  and  desire  to  pay.  The 
City  has  much  to  gain  not  only  by  understanding  but  also  by  taking 
advantage  of  this  process  and  "channeling  demand"  where  it  will  do 
most  good  and  the  least  harm. 

Intervention  can,  of  course,  mean  far  more  than  marketing  pro- 
grams.  It  can  mean  physical  improvements  to  streets  and  sidewalks, 
a  change  in  tax  policy,  or  the  closing  of  a  neighborhood  school. 
None  force  the  seller's  or  buyer's  decision  to  act  but  certainly 
influence  that  decision.   Then  there  are  the  less  traditional 
forms  of  intervention,  such  as  developing  a  secondary  mortgage 
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market  through  the  sale  of  tax  exempt  bonds.   The  State  has  yet  to 
approve  the  required  enabling  legislation  to  allow  the  City  to 
establish  this  program.   Such  a  program  could  enable  low  and 
moderate  income  persons  to  become  homeowners  without  the  current 
owners  selling  their  properties  at  less  than  market  value. 

The  City  must  also  decide  on  the  various  objectives  of  such 
intervention.   Should  the  primary  objective  be  to  enable  the 
owners  to  stay,  to  help  them  sell  the  unit  as  moderate  income 
housing  without  sacrifice  to  themselves,  or  to  help  long-term  Boston 
residents  capture  what  they  may  view  as  their  just  reward  --  the 
highest  possible  return  on  their  investment? 

In  addition,  before  developing  a  response  to  the  potential 
availability  of  these  units,  the  City  must  have  a  clear  understanding 
as  to  why  the  owners  are  selling.   Are  they  being  forced  to  do  so  due 
to  rising  energy  costs  or  in  the  wake  of  revaluation  and  rising  taxes? 
Do  they  want  a  smaller  unit  now  that  their  children  are  grown?   Are 
they  hoping  to  capture  the  financial  appreciation  of  what  is  their 
major  lifetime  investment,  to  take  advantage  of  the  one-time 
capital  gains  exemption  and  use  that  money  to  supplement  social 
security  during  retirement? 

Once  there  is  an  adequate  understanding  of  why  some  people  are 
forced  to  sell  their  homes  it  may  be  possible  to  develop  ways  to 
reduce  turnover  which  do  not  infringe  on  the  rights  of  the  owner. 
I •    The  Tenant-Landlord  Relationship 

One  of  the  factors  contributing  to  a  growing  disinterest  in 
owning  rental  housing,  the  Commission  noted,  is  the  increasingly 
adversary  relationship  between  tenant  and  landlord.   Judge 
Lawrence  Shubow,  who  spoke  with  the  Commission  after  having  served 
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for  several  months  on  the  bench  of  the  Boston  Housing  Court,  noted 
that  the  informal  compromises  that  were  once  common  between  tenants 
and  landlords,  such  as,  "If  you  buy  the  paint,  I'll  paint  the 
apartment,"  rarely  occur  any  longer.  Instead,  the  relationship 
between  owner  and  renter  has  become  increasingly  adversary,  with 
any  minor  disagreement  likely  to  lead  to  litigation. 

A  question  the  Commission  has  considered  is  how  the  bitter- 
ness and  antagonism  between  tenant  and  landlord  can  be  eased  with- 
out jeopardizing  the  tenant's  right  to  safety,  security,  and 
guaranteed  habitability.   At  the  same  time,  landlords  must  be  able 
to  deal  promptly  with  that  minority  of  tenants  failing  to  respect 
either  the  rights  of  owners  and  fellow  tenants  or  the  property 
itself. 

The  deteriorating  relationships  between  tenant  and  landlord 
are  both  symptoms  and  causes  of  erosion  in  community  cohesion.   The 
social  ties  between  the  owner-occupant  and  the  tenant  which  motivate 
the  landlord  to  hold  down  rent  include  a  concern  to  keep  "good 
tenants"  who  respect  the  property.   The  tenant  and  landlord  per- 
ceive a  common  interest  in  maintaining  a  good  housing  environment. 
As  this  concern  erodes,  the  landlord  skimps  on  expenditures  and 
increases  rental  income,  while  the  tenant  withdraws  informal 
property  management  contributions.   Costs  go  up  and  the  quality  of 
maintenance  goes  down.   Over  time,  tenants  chose  to  leave  for 
friendlier  environments,  further  reducing  the  social  pressures 
which  maintain  cohesion  in  the  community.   Although  the  situation 
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in  private  housing  is  less  severe,  an  extreme  example  of  this 
deterioration  is  found  in  public  housing  where  even  law  and  order 
have  been  lost. 

How  can  the  City  help  foster  the  sense  of  personal  pride  in 
the  rented  housing  environment  that  is  common  in  European  cities? 
Policy  recommendations  dealing  with  these  problems  are  essential 
both  to  ensure  a  continued  interest  in  owning  and  managing  rental 
housing  and  to  preserve  the  City's  stock  of  existing  housing. 

J.   Displacement 

If  there  is  a  common  theme  among  each  of  the  eight  elements  dis- 
cussed above,  it  is  displacement.   Displacement,  meaning  a  lower 
income  household's  involuntary  move  as  a  higher  income  household  takes 
over  the  unit,  stems  from  the  inability  of  low  and  moderate  income 
people  to  find  affordable  housing  in  a  tightening  market.   The 
physical  displacement  controversies  of  the  1960 's  and  early  1970 's 
surrounding  urban  renewal  involving  highway  construction  have  mostly 
ended.   More  recently,  problems  have  focused  on  economic  displacement 
of  elderly  tenants  by  students  and  young  professionals  with  greater 
purchasing  power  and  of  tenants  in  general  by  condominium  conversion. 

On  the  horizon  is  the  possibility  of  displacement  by  property 
tax  increases.   New  assessing  practices,  mandated  by  the  State  law 
and  termed  "revaluation,"  force  taxes  to  rise  more  rapidly  in 
neighborhoods  where  property  has  significantly  appreciated.   Although 
Proposition  2\   may  limit  the  impact  of  revaluation  somewhat,  it 
is  clear  that  many  people  will  experience  major  tax  increases 
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as  revaluation  is  implemented.   Ironically,  many  past  "reforms" 
may  now  become  irrelevant  or  exacerbate  the  problems  of  dis- 
placement. 

In  addition,  cuts  in  City  services,  particularly  public 
education  and  public  transportation  caused  by  public  austerity 
and  exacerbated  by  Proposition  2\,   will  disproportionally  influence 
the  ability  of  low  and  moderate  income  people  to  maintain  themselves 
in  the  City.   The  prospect  of  a  polarized  City  --  rich  and  destitute, 
with  the  working  poor  and  moderate  income  groups  critical 
to  social  cohesion  driven  out  by  market  forces  --  must  be  avoided. 
While  often  disagreeing  on  specifications  to  deal  with  this  prob- 
lem, the  Commission  agreed  that  the  issue  of  displacement  is  one 
of  major  significance. 

When  discussing  displacement,  the  Commission  stressed  two 
factors  wich  tend  to  be  overlooked.   First,  that  Federal  Urban  Re- 
newal funds  which  were  allocated  for  the  benefit  of  low  income 
people  in  the  1960's  and  1970' s  paid  for  many  of  the  physical 
improvements  that  have  helped  to  make  these  neighborhoods 
appealing  to  the  private  market.  It  would  be  a  tragic  irony  if  the 
result  of  these  Federally  funded  improvements  were  to  displace 
people  of  the  same  income  level  they  were  designed  to  help. 

Second,  the  Commission  questioned  if  current  low  income  bene- 
ficiaries of  publicly  assisted  programs  are  long-term  residents  of 
either  the  neighborhood  or  even  Boston.  Although  the  Commission 
realizes  that  Fair  Housing  objectives  must  also  be  considered,  the 
public  must  be  made  aware  that  neither  a  neighborhood  nor  the  City 
can  "beat  displacement"  if  even  in  areas  where  Fair  Housing 


70 


guidelines  are  being  met,   priority  for  assisted  housing  cannot 

be  given  to  existing  residents.   Some  Federal  programs,  particularly 

Section  8,  prohibit  such  prioritizing. 

Compared  to  other  cities,  Boston  may  be  in  a  better  position 
to  meet  the  needs  of  its  own  low  and  moderate  income  people.   Twenty 
percent  of  its  units  are  publicly  asssited.   Another  17%  are  rent 
controlled,  although  with  vacancy  decontrol  this  percentage  is 
diminishing.   The  need  of  the  region,  however,  remains  greater 
than  the  City's  resources  and  the  quantity  of  publicly  assisted 
units  will  simply  not  be  great  enough. 

In  the  past,  Boston  has  provided  housing  for  low  and  moderate 
income  households  forced  from  suburban  markets  by  rising  housing 
costs.   In  the  1980' s,  changing  demographics  will  make  it  difficult 
for  moderate  income  families  who  have  traditionally  found  housing 
within  Boston's  private  market  to  continue  to  do  so.   Thus,  the 
challenge  for  this  decade  will  be  to  expand  City  efforts  within 
a  metropolitan  context  and  in  conjunction  with  Federal  and  State 
officials  and  private  sector  initiatives  to  house  those  of  moder- 
ate income  whom  the  private  market  alone  can  no  longer 
accommodate. 

The  City  has  begun  projects  to  meet  this  objective.   The 
Frankie  O'Day  project  in  the  South  End,  for  example,  will  enable 
thirty  moderate  income  households  to  become  homeowners  through  a 
cooperative  agreement  in  a  City- supported,  Federally  funded  pilot 
project.   Under  the  terms  of  the  cooperative  agreement,  resale  of 
the  units  will  be  controlled  to  insure  that  new  buyers  meet 
moderate  income  criteria. 
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On  Symphony  Road  in  the  Fenway,  a  community  non-profit  group 
has  used  City  technical  assistance  to  rehabilitate  and  lease  four 
abandoned  properties  to  moderate  income  residents.   On  neighbor- 
ing Westland  Avenue,  another  community  group  is  working  with  a 
private  developer  on  a  City-supported  Urban  Development  Action 
Grant  (UDAG)  to  convert  over  100  vacant  units  to  mixed  income 
housing.   The  City  is  supporting  these  and  other  such  efforts  to 
stretch  the  available  moderate  income  housing  stock.   Although  each 
of  these  efforts  contains  elements  of  government  assistance,  they 
all  represent  a  new  approach  to  providing  moderate  income  housing. 
This  approach  moves  away  from  the  straight  subsidy  to  alternative 
efforts  enabling  community  residents  to  become  more  involved  in 
their  neighborhood's  development. 

The  next  decade  will  require  a  major  expansion  in  Boston  of 
these  kinds  of  creative  initiatives  combined  with  new  tax  policies 
and  other  incentives  if  the  threat  of  major  displacement  of  moderate 
income  households  during  the  1980' s  is  to  be  avoided.   At  the 
same  time,  similar  efforts  must  occur  throughout  the  metropolitan 
area.   Finally,  an  aggressive  program  must  be  implemented  to 
economically  strengthen  the  low  and  moderate  income  population 
through  expanded  access  to  Boston's  jobs,  diversification  of 
the  job  base  through  expansion  of  blue-collar  opportunities,  and 
upgrading  of  skills  through  improved  basic  education.  Job  training 
and  access  to  higher  education  are  needed  to  decrease  the  likelihood 
of  displacement. 
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The  Commission  has  analyzed  each  of  the  nine  elements  dis- 
cussed in  this  section  within  the  context  of  an  overall  anti- 
displacement  strategy.   Its  recommendations  regarding  these 
elements  as  well  as  Federal  tax  policy,  public  housing,  and  State 
tax  policy  as  discussed  in  Section  I  are  the  subject  of  the  final 
section. 
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SECTION  III 


SECTION  III 

Recommendations 

Introduction 

Section  I  of  this  report  discussed  the  national  and,  to  a 
lesser  extent,  state  contexts  in  which  local  housing  programs  and 
policy  must  operate.   Central  to  this  discussion  was  the  Commission's 
realization  that  as  many  housing  problems  are  national  in  scope, 
immediate  change  is  beyond  the  control  of  a  local  government.   The 
Commission  also  noted,  however,  that  Boston  is  not  powerless  to 
affect  long-range  change  and  that  the  City's  housing  agenda  for 
for  the  1980 's  must  include  a  strategy  for  comprehensive  housing 
reform  on  the  national  and  state  levels . 

Section  II  of  the  report  focused  on  local  housing  issues  that 
are  within  the  City's  ability  to  change. 

Section  III  concludes  this  report  with  recommendations  that 
address  the  points  raised  in  the  preceding  sections. 
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A.    State  Tax  Policy 

1 .  Provide  Hardship  and 
Elderly  Abatements 

Although  many  housing  policies  are  Federal  and  beyond 

the  immediate  scope  of  City  policy  makers,  the  State  tax  code 

provides  local  policy  makers  with  a  potential  tool  to  affect 

local  housing.   The  hardship  and  elderly  abatement  clauses 

in  the  existing  tax  code  as  well  as  Chapter  121A  that  has 

proven  effective  in  providing  tax  predictability  for  some 

developers  may  provide  a  basis  for  a  more  equitable  rent 

control  system.   Landlords  providing  lower  rents  to  eligible 

tenants  would  be  taxed  at  a  lower  rate  than  those  providing 

market-rate  units.   State  enabling  legislation  would  be 

required  to  enable  landlords  to  participate  in  the  program. 

Eligibility  criteria  would  have  to  be  carefully  specified 

and  State  financial  support  should  be  considered.   The 

Commission  recommends  the  City  explore  this  approach  with 

State  officials. 

2.  Tax  Rental  Units  Solely  on  the  Basis 
of  Income  Capitalization 

In  order  to  reduce  pressure  on  rental  housing  available 

to  moderate  income  people,  particularly  in  areas  of  rising 

property  values,  and  to  reduce  pressure  for  turnover,  tax 

liability  on  rental  units  should  be  based  upon  rent  receipts 

rather  than  market  value.   While  this  appears  to  be  feasible 

under  existing  statutes,  clarifying  legislation  specifically 
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permitting  the  explicit  identification  of  tax  liability 
based  upon  rent  receipts  as  distinct  from  market  value 
might  be  appropriate.   Market  value  would  be  identified  and 
kept  current  for  the  benefit  of  prospective  buyers  and  for 
calculating  the  permissible  expenditure  rate. 

3.  Alter  the  Dwelling  Unit  Exemption  to  Include 
Rental  as  well  as  Owner-Occupited  Units 

As  currently  outlined,  the  State  law  revised  under  the 
Classification  Amendment  will  allow  a  locality  to  grant  a  tax 
exemption  up  to  10%  of  the  average  market  value  of  that 
locality's  residential  property.   As  the  exemption  will  apply 
to  each  separately  taxed  housing  structure,  it  will  not  bene- 
fit rental  units.   Thus,  this  law  provides  further  incentive 
to  convert  the  rental  stock  to  condominiums.   The  Commission, 
therefore,  recommends  the  provision  be  altered  to  include 
rental  as  well  as  owner-occupied  units. 

4.  Explore  User  Charges 

The  Commission  noted  that  over  60%  of  Boston  property  is 
tax  exempt,  and  in  neighborhoods  such  as  the  Fenway  the 
figure  approaches  80%.  In  terms  of  the  land  and  services  pro- 
vided, the  City  is  supplying  an  enormous  subsidy,  often  for  the 
benefit  of  non-City  residents,  to  institutions  which  once  were 
dependent  upon  such  subsidy.  Today,  these  institutions  enjoy 
significant  user  and  third  party  support  and  have  significant 
ability  to  pay  legitimate  costs.   The  gap  in  City  revenue  potential 
created  by  Proposition  2\   can  thus  be  partially  replaced  from 
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sources  which  do  not  add  pressure  to  moderate  and  low  income 
City  residents.   The  Commission  recommends  the  City  seek  rev- 
enue through  user  fees,  such  as  parking  taxes  and  payments  in 
lieu  of  taxes  from  appropriate  institutions  and  State  and 
Federal  facilities. 

B.   Public  Housing 

Given  the  current  national  problems  in  housing,  there 
is  no  question  that  the  private  market  cannot  provide  safe  and 
sanitary  housing  for  low  or  perhaps  even  moderate  income  people. 
In  the  current  state  of  partial  occupancy,  the  public  housing 
developments  are  providing  shelter  for  fewer  people  than  they 
should.   Currently,  many  developments  cause  a  severe  problem 
for  tenants  and  surrounding  neighborhoods. 

1.    Stablilize  Existing  Developments 

Stabilizing  the  existing  public  housing  would  not  only 
provide  decent  shelter  for  the  10,000  families  currently  in 
BHA  units  but  also  would  be  the  first  step  in  returning  a 
significant  number  of  vacant  units  to  the  housing  stock.  In 
addition,  stabilization  would  ease  the  pressure  on  neighborhoods 
adjacent  to  the  public  housing  developments  --  pressure  generated 
from  the  conditions  within  public  housing.   As  Harry  Spence,  BHA 
administrator,  observed,  strict  enforcement  is  needed  so  that  the 
negligent  and  criminal  behavior  of  some  tenants  is  not  allowed  to 
degrade  the  environment  for  the  vast  majority  of  residents.  The 
Commission  recommends  the  BHA  security  programs  be  a  top  priority 
in  the  City's  Community  Development  Block  Grant  Program. 
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2.    Support  Mixed  Income  within  Context 
of  Anti-Displacement  Strategy 

A  significant  amount  of  public  attention  has  been  focused 

on  making  certain  developments,  such  as  Columbia  Point,  viable 

for  market-rate  as  well  as  subsidized  tenants.   By  and  large,  the 

vacant  units  are  not  readily  suitable  as  housing  without  making 

extensive  capital  outlays  and  thus  raising  significant  fears  of 

displacement  among  existing  tenants.  Although  the  Commission  endorses 

the  mixed  income  approach,  it  thinks  that  the  City  and  Housing 

Authority  officials  alike  need  to  work  closely  with  tenant  policy 

councils  to  quell  displacement  fears.   Mixed  income  housing  should 

mean  exactly  that;  existing  tenants  should  be  able  to  work  with 

local  officials  in  making  their  projects  viable  without  fear  of 

their  own  displacement. 

3.    Seek  Funds  for  Capital  Improvements 
and  Rehabilitation 

After  stabilization  is  underway,  Mr.  Spence  proposes  rehabil- 
itating the  5,000  vacant  and  vandalized  apartments  thus  adding 
significantly  to  Boston's  housing  stock.   Most  of  the  5,000  vacant 
units,  would  be  redesigned,  in  some  cases  combined  to  make  larger 
units  and  in  other  cases  removed  to  provide  more  open  space  and 
more  reasonable  densities.   Although  this  approach  would  mean 
fewer  available  units,  diminishing  the  number  of  units  will 
enable  the  Housing  Authority  to  provide  bigger  units  to  serve 
larger  families.   It  will  also  provide  lower  density  at  individual 
developments.   Provided  this  rehabilitation  plan  does  not 
displace  current  Authority  tenants,  the  Commission  strongly 
endorses  this  approach. 
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4.    Insist  that  Federal  Government 

Pay  Property  Taxes  on  the  Federal 
Public  Housing  Developments 

The  Public  Housing  Payment  in  Lieu  of  Taxes  (PILOT)  agreement 
between  the  City  of  Boston  and  the  Federal  government  calls  for  pay- 
ment from  gross  rent  receipts,  after  payment  of  utility  bills.  Because 
of  increasing  utility  costs,  the  Federal  government  has  not  made  pay- 
ments in  lieu  of  taxes  on  its  public  housing  units  since  1973.   The 
State  does  make  a  token  payment  in  lieu  of  taxes  on  State  developments. 
When  calculated  on  the  basis  of  the  City's  total  public  housing  units, 
this  payment  amounts  to  about  $5.00  per  unit  per  year. 

Future  plans  call  for  the  Federal  government  to  take  over  some 
State  developments,  which  will  further  reduce  the  City's  already 
dwindling  revenue  base.   The  Reagan  Administration's  decontrol  of  oil 
prices  can  only  bring  utility  bills  higher,  causing  increased  hardship 
for  the  BHA  already  trying  to  cope  with  a  difficult  situation. 

The  Commission,  therefore,  recommends  the  BHA  and  City  and  State 
offices  initiate  an  agressive  lobbying  campaign  to  require  the  Federal 
government  to  make  a  sufficient  payment  in  lieu  of  taxes  on  its  public 
housing  stock. 

Federal  Policy 

1.    Equalize  Tax  Benefits  Between 
Owners  and  Renters 

Much  of  the  Commission's  discussion  centered  upon  the  impact  of 
Federal  tax  policy  on  local  housing.   Members  unanimously  agreed  for 
example,  that  Federal  tax  laws  need  to  be  reformed  to  equalize  the  ben- 
efits between  owners  and  renters  and  between  moderate  and  upper  income 
people. 
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2.  Retain  Housing  Appropriations 
at  Current  Levels 

Another  source  of  concern  among  Commission  members  was  the 
potential  reduction  in  Federal  housing  allocations.   The  Com- 
mission was  hopeful  that  increased  Federal  flexibility  will  enable 
the  City  to  develop  Federal  programs  to  meet  its  specific  needs, 
but  its  members  were  also  aware  that  reducing  the  total  amount  of 
Federal  housing  assistance  Boston  receives  will  constitute 
real  local  hardship.   Thus,  the  Commission  recommends  lobbying 
to  insure  that  the  City's  allocations  are  "held  harmless," 
meaning  that  the  total  amount  of  assistance  Boston  receives  from 
the  Federal  government  will  not  be  diminished. 

In  addition,  in  areas  of  specific  Federal  responsibility, 
such  as  Federal  public  housing,  adequate  appropriations  should 
be  provided  to  cover  increased  costs  of  fuel  and  payments  in 
lieu  of  taxes. 

3.  Lobby  for  Change  in  the 
Relation  between  "Private"  and 
Publicly  Assisted  Housing 

The  Commission  also  observed  that  so-called  private  housing 

actually  contains  as  much  subsidy  as  that  referred  to  as  publicly 

assisted  housing.   Now  that  "private"  housing  is  no  longer  able  to 

meet  the  needs  of  moderate  income  Americans,  public  assistance  is 

expected  to  bridge  the  gap  between  what  people  can  afford  to  pay  for 

housing  and  what  housing  costs.   The  Commission  agreed  that  such  an 

expectation  is  fallacious  and  that  the  concept  of  publicly  assisted 

housing,  particularly  its  relationship  to  "private"  housing  needs 

to  be  re-thought  from  the  Federal  to  the  local  level. 
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4.    Lobby  for  Change  in  Federal  Regulation  to 

Allow  Localities  to  Target  "Section  8  Existing" 
Subsidies  to  Specific  Cases  of  Need 

Part  of  the  Commission  discussion  centered  upon  ways  to 

stretch  existing  subsidies  further  and,  therefore,  help  more 

people  with  the  same  amount  of  resources.   The  Commissioners 

agreed  that  allowing  localities  to  target  Section  8  Existing 

subsidies  to  specific  cases  of  need  would  help  accomplish  this 

objective  --  a  practice  which  would  require  an  administrative 

change  in  the  Federal  program.   The  Commission  recommends  the 

City  undertake  a  lobbying  campaign  to  change  this  regulation. 

D .    Condominium  Conversion 

Members  of  the  Commission  extensively  discussed  the  issue  of  condo- 
minium conversion  at  several  meetings.   The  members  agreed  that  factors 
largely  outside  the  City's  control  such  as  lack  of  new  housing  construction, 
Federal  tax  policy,  demographic  shifts,  and  the  mismatch  between  rising 
operating  costs  and  tenant  incomes  were  primarily  responsible  for  the 
condominium  movement.   Precise  recommendations  varied  regarding  an  appro- 
priate local  response,  although  the  Commission  found  some  points  of  agreement. 

1.    Grant  Right  of 
First  Refusal 

For  example,  the  City  should  require  landlords  to  give 
existing  tenants  right  of  first  refusal  to  purchase  the  units. 
The  proposed  time  which  this  right  would  be  valid  varied 
from  sixty  days  to  a  year.   The  current  policy  requires  pro- 
spective converters  to  notify  their  tenants  at  least  one  year 
prior  to  conversion;  a  two-year  notice  is  required  for  handi- 


81 


capped  and  low  or  moderate  income  elderly  tenants.   The 
Commission  thought  the  notice  provision  should  be  continued 
and  that  the  City  should  investigate  rumors  that  landlords  are 
harassing  tenants  and  issuing  notices  just  "to  cover  themselves." 
Such  a  practice  causes  tenants  to  move  even  when  the  possibility 
of  conversion  is  remote. 

2.  Encourage  Conversion  of  Vacant  Properties 
Particularly  in  Non-Residential  Structures 

The  Commission  noted  that  converting  vacant  properties  does  not 

displace  anyone  and  recommends  the  City  continue  and  expand  efforts 

to  encourage  converters  to  utilize  vacant  properties. 

3.  Provide  Incentives  to  Landlords 
to  Protect  Existing  Tenants 

The  Commission  also  agreed  to  provide  incentives  to  landlords 

and  converters  to  keep  needy  tenants  in  their  buildings  through  the 

use  of  Section  8  Existing  subsidies  and  tax  abatements. 

4.  Lobby  for  Change  in 
Federal  Tax  Treatment 

If  an  owner  of  a  building  wishes  to  convert  his/her  unit  to  a 
condominium  and  sell  the  entire  building  to  a  converter,  the  profit 
from  that  sale  is  taxed  as  a  capital  gain.   Should  the  same  owner 
decide  to  rent  the  building  and  convert  the  units  him/herself  at  a 
slower  pace,  the  profit  from  the  sale  of  each  unit  is  taxed  at  a 
significantly  higher  rate  as  ordinary  income.   Thus,  this  tax  pro- 
vision encourages  owners  to  sell  their  buildings  to  middlemen  con- 
verters and  further  encourages  speculation.   The  Commission  agreed 
the  tax  law  should  be  changed  to  discourage  the  middleman  con- 
verter. 
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Beyond  these  points,  the  Commissioners  did  not  agree  but  made  four 
recommendations . 

-  Impose  Permitting  Process 

The  City  should  impose  a  permitting  process  to  regulate  conver- 
sions, especially  in  cases  where  economically  disadvantaged  tenants 
would  have  a  hard  time  finding  suitable  new  housing.   Some  members 
suggested  that  the  process  restrict  only  those  conversions  where 
tenants  would  suffer  substantial  harm.  Other  conversions  would  be 
allowed  to  continue,  such  as  the  conversion  of  luxury  apartments, 
non-residential  buildings,  and  residential  buildings  in  areas  where 
alternative  rental  housing  is  readily  available. 

Several  members  raised  fears  that  such  a  permitting  process  would 
be  subject  to  corruption,  would  "cut  out  the  small  converter,"  or 
might  discourage  developers  from  creating  new  rental  housing  which 
they  planned  to  convert  to  condominiums  sometime  in  the  future. 
Supporters  of  a  permitting  process  pointed  out  that  conversion  is 
already  dominated  by  conversion-speculators  and  feel  that  the  harm 
of  condominium  conversion  as  presently  practiced  outweighs  the 
possible  adverse  impacts  of  a  permitting  procedure.   In  addition, 
they  felt  such  a  process  could  minimize  these  potential  adverse 
impacts  by  establishing  clear  criteria,  and  such  clearly  estab- 
lished rules  would  benefit  the  responsible  landlords  and  converters 
by  prohibiting  some  competitors  from  instituting  unscrupulous  practice. 

On  the  other  hand,  some  Commission  members  believe  that 
a  more  restrictive  permitting  process  is  warranted  perhaps 
modeled  on  procedures  already  in  operation  in  Brookline  and 
Cambridge.   In  these  areas,  permission  to  convert  rental 
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units  to  condominiums  is  rarely  granted.   These  members 
argued  that  condominium  conversion  adds  nothing  to  the 
existing  housing  stock,  and  that  maximum  efforts  are  re- 
quired to  preserve  units  for  rental  use. 

-  Retain  Current  Requirements 

Some  members  disagreed.   They  felt  that  while  providing  sub- 
sidies would  ease  hardships,  any  further  regulation  of  the  condo- 
minium conversion  process  beyond  the  requirements  for  notice  and 
right  of  first  refusal  would  inhibit  the  construction  of  new 
housing  units  and  the  rehabilitation  of  old  units  that  were  no 
longer  profitable  as  rental  apartments.  In  their  view,  the  City's 
concern  for  tenants  of  low/moderate  income  and  elderly  house- 
holds should  be  channeled  into  positive  efforts  to  provide  access 
to  low  interest  financing,  ownership  grants  and  special  tax  abate- 
ments, and  other  subsidies  to  help  more  people  participate  in 
condominium  ownership. 

-  Ban  Conversion  in  Occupied  Units 
Unless  Specified  Conditions  Exist 

In  this  view,  conversion  of  any  units  should  not  be  permitted 

unless  the  vacancy  rate  in  a  community  rate  exceeds  8%.   Other 

conversions  should  be  permitted  only  in  cases  where  at  least  60% 

of  the  residents  purchase  their  units  and  those  remaining  are 

provided  assistance  where  necessary.   In  addition,  until  a 

reasonable  set  of  protections  are  in  place,  there  should  be  a 

moratorium  on  any  further  conversions. 
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-  Consider  an  Anti-Speculation  Tax 

Most  Commissioners  agreed  that  there  is  a  fundamental 
difference  between  someone  buying  a  condominium  to  live 
in  and/or  buying  one  as  an  investment  to  rent  to  others. 
Some  Commissioners  thought  that  this  distinction  justifies 
an  anti-speculation  tax  that  would  capture  the  "excess 
profits"  a  seller  receives  on  a  rented  unit.   The 
feasibility  of  earmarking  the  income  generated  from 
this  tax  to  assist  those  displaced  by  conversion  is 
another  option  some  Commissioners  thought  should  be 
explored. 

On  the  other  hand,  other  Commissioners  disagreed  with 
this  approach.   They  pointed  out  that  any  investment  in 
the  City's  housing  stock  is  desirable  and  should  be 
encouraged.   In  addition,  they  noted  that  those  who  buy 
condominiums  to  rent  to  others  are,  in  fact,  providing  rental 
housing,  a  key  objective  of  the  City's  housing  policy. 

E.   Rent  Control 

As  might  be  anticipated  given  the  diverse  make-up  of  the 
Commission,  there  was  disagreement  among  members  whether  to  expand 
or  abolish  rent  control.   There  was,  however,  a  general  consensus 
concerning  various  elements  of  the  rent  control  issue. 

There  was  agreement  that  Boston  needs  private  rental  housing 
and  that  preserving  this  stock  particularly  for  moderate  income 
persons  should  be  an  objective  of  the  City's  housing  policy.   The 
Commission  also  agreed  that  it  is  both  possible  and  profitable  for 
private  landlords  to  house  upper  income  renters .   In  order  to 
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enhance  the  possibility  of  providing  low  and  perhaps  even  moderate 
income  housing  at  reasonable  rents,  the  City  should  ease  a  portion 

of  the  financial  burden.   Within  this  context,  the  Commission 

25 
recommends  the  following  steps  to  achieve  this  objective. 

1 .  Change  City  Taxing  Policy  to 
Reduce  Pressure  on  Rental  Units 

First,  taxes  on  rental  property  should  be  computed  primarily 

on  the  basis  of  income  capitalization.   This  approach  would  insure 

that  the  property  tax  bill  be  based  on  income  minus  allowed  expenses 

and  reflect  current  earnings.   Thus,  where  rents  are  kept  low,  either 

by  rent  control  or  market  forces,  the  tax  assessment  would  also  be 

low;  landlords  would  not  "lose"  30%  to  40%  of  their  gross  rents  to 

taxes.   In  addition,  extending  the  dwelling  unit  exemption  and  the 

hardship  and  elderly  abatements  discussed  in  the  tax  section  to 

rental  units  would  further  ease  pressure  on  the  stock. 

2.  Provide  Clear  Signals  on 
Rent  Control  Policy 

The  Commission  also  noted  that  much  of  the  controversy  sur- 
rounding rent  control  is  based  on  perception  as  opposed  to  reality. 
Landlords  often  point  out,  for  example,  that  rent  control  discourages 
the  construction  of  new  rental  units.  The  fact  is,  however,  that  as 
new  units  are  not  under  rent  control;  it  is  the  fear  that  these  units 
might  be  controlled  rather  than  the  reality  itself  that  limits  production. 


25.   This  section  addresses  issues  directly  related  to  rent  control. 

Issues  of  maintaining  and  encouraging  production  of  rental  stock  are 
discussed  in  other  sections,  specifically:   fuel  costs,  supply  and  demand, 
and  turnover.   These  and  other  topics  are  cross-referenced  on  the  tables 
entitled  "Strategies  for  Action"  at  the  beginning  of  this  report. 


This  distinction  is  important  as  it  underscores  the  importance 
of  the  City  giving  the  private  sector  clear  signals  regarding  future 
rent  control  policy.   The  private  sector  will  not  and  cannot  under- 
take substantial  investment  in  a  climate  of  uncertainty.   If  not 
effectively  dealt  with,  the  severe  pressure  upon  the  City's  rental 
housing  stock  which  can  be  expected  in  the  1980' s  will  generate 
demands  for  reimposition  of  controls  and  may  result  in  an  acrimonious 
and  uncertain  political  climate.   The  most  effective  City  strategy 
for  maintaining  a  reasonably  consistent  policy  and  a  stable  invest- 
ment climate  is  to  anticipate  the  pressure  on  low  and  moderate 
income  households  and  to  prepare  effective  and  aggressive  means 
of  serving  that  population  through  the  use  of  existing  and  new 
programs.   Since  many  of  the  existing  programs,  such  as  Secion  8, 
MHFA,  and  MHMFA  are  highly  dependent  on  Federal  and  State  actions, 
the  Commission  members  felt  that  the  City  should  develop  programs 
based  on  City  tax  policy  and  City-controlled  financing. 

3.   Provide  Research  and  Evaluation 

The  Commission  agreed  that  as  currently  organized  and 
funded,  the  Rent  Control  Administration  cannot  fulfill  its 
obligation  to  run  an  effective  program. 

The  Commission  recommends  that  the  City  provide  Rent 
Control  with  a  continuous  and  professional  research  and 
evaluation  capacity.   This  capacity  could  either  be  developed 
within  the  Administration  itself  or  within  the  research  depart- 
ment at  the  Redevelopment  Authority.   Basic  information,  such 
as  the  number  of  units  under  control,  their  location  and  age, 
as  well  as  the  income,  age,  and  length  of  residence  of  the 
tenantry  should  be  available  on  an  updated  basis. 
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4.    Adopt  General  Adjustments  Within  a 

Context  of  Increased  Analytical  Capacity 

Case-by-Case  vs.  General  Adjustment:   The  Commission 
agreed  that  provided  that  an  improved  analytical  capacity  and 
adequate  staffing  enhances  the  effectiveness  of  the  Rent 
Control  Administration,  a  policy  of  periodic,  modest,  general 
increase  based  on  increases  in  cost  is  preferable  to  the 
case-by-case  approach.   In  the  general  adjustment  strategy, 
it  is  necessary  to  evaluate  the  appropriate  level  of  in- 
creases based  on  a  detailed  understanding  of  cost.   In  addi- 
tion, both  tenants  and  landlords  must  be  aware  of  the  criteria 
regarding  code  compliance  for  rent  increases.   It  must  be  the 
Rent  Control  Administration's  responsibility  to  publicize  this 
information.   The  capacity  of  the  Rent  Control  Administration 
to  handle  sophisticated  analysis  and  public  information  should 
be  enhanced.   Lacking  such  capacity,  tenant  advocates  would 
prefer  the  case-by-case  full  disclosure  of  cost  approach. 

F.   Rising  Fuel  Costs 

The  Commission  agreed  that  this  is  a  very  significant  factor 
in  driving  up  the  cost  of  housing.   While  this  should  be  an  area 
of  major  Federal  responsibility,  particularly  in  terms  of  housing, 
the  City  has  a  major  role  in  organizing  and  implementing 
effective  programs. 


1 .  Provide  Conservation  Initiatives 
for  Owner-Occupied  Stock 

The  strong  emphasis  on  weatherization  noted  in  the 
current  Community  Development  Block  Grant  application  is 
an  excellent  first  step  towards  meeting  the  conservation 
needs  of  the  owner-occupied  stock. 

The  Commission  expressed  concern,  however,  that  an  in- 
sufficient number  of  residents  participated  in  the  program 
and  recommends  the  City  make  greater  efforts  to  advertise  its 
availability  through  existing  neighborhood  housing  offices. 

2.  Develop  Approach  for 
Multifamily  Stock 

The  Commission  thinks  that  a  greater  effort  must  be 
made  to  conserve  fuel  in  the  City's  rental  housing. 
Although  such  efforts  are  undoubtedly  more  expensive  than 
those  serving  the  owner-occupied  structures,  the  City  can- 
not ignore  the  fact  that  75%  of  its  housing  stock  is  rental 
and  houses  many  low  and  moderate  income  families.   Should  the 
private  landlords  who  are  serving  this  constituency  decide 
to  get  out  of  the  rental  business,  the  City  will  suffer 
irreparable  harm.   Although  rising  fuel  costs  alone  are 
probably  insufficient  to  warrant  a  decision  to  sell,  it 
may  well  be  the  "straw  that  breaks  the  camel's  back." 


The  Commission  recommends  the  City  work  with  the  State 
and  Federal  government  as  well  as  the  private  sector  to  address 
the  conservation  needs  of  multifamily  housing. 

3.  Encourage  Conservation  Improvements 
in  Rent  Controlled  Units 

In  addition,  the  Commission  finds  the  existing  weather- 

ization  incentive  provided  by  the  Rent  Control  Administration, 

insufficient.   It  recommends  that  the  Rent  Control  Administration 

develop  a  program  which  provides  financial  incentives  for  landlords 

to  undertake  conservation  improvements  above  and  beyond  those  currently 

offered  through  its  general  Property  Betterment  Program. 

4.  Integrate  City  Conservation  Efforts  with 
Potential  Federal  and  State  Initiatives 

Given  the  national  need  to  reduce  dependency  on  im- 
ported petroleum,  and  the  significant  revenues  to  the  Federal 
Treasury  from  the  windfall  profit  tax,  it  is  realistic 
to  consider  the  fuel  oil  area  as  one  with  potential  for 
Federal  financing.   In  addition,  there  is  a  growing  national 
tendency  to  consider  using  public  utilities  as  a  means  to 
promote  and  finance  conservation.  Governor  King,  for  example, 
recently  proposed  that  the  utilities  provide  zero  interest 
loans  for  insulation  investment  and  inexpensive  technical 
assistance  for  weatherization.   If  either  of  these  possibilities 
occurs,  experience  with  similar  programs  in  other  states  has  shown 
that  such  self-activiated  subsidy  programs  are  quickly  used 
by  higher  to  middle  income  single-family  households  and  that 
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they  are  very  difficult  to  adapt  to  the  needs  of  moderate  to 
low  income  families  who  tend  to  live  in  the  older,  often 
wooden  and  multifamily  housing. 

A  critical  role  for  the  City  is  to  aggressively 
publicize  and  provide  technical  assistance  both  at  City  Hall 
and  through  the  neighborhood  housing  offices  to  be  sure  that 
the  housing  stock  of  Boston  benefits  fully  from  such  pro- 
grams.  More  aggressive  implementation  of  the  existing  WIP 
program  will  improve  the  City  preparedness  to  perform 
this  function. 

G.   Abandonment 

In  Section  II,  the  Commission  noted  that  although  the  approx- 
imately 500  units  of  private  or  City-owned,  abandoned  properties 
represent  a  significant  local  housing  resource,  legal  and  admin- 
istrative obstacles  impede  efforts  to  rehabilitate  them.   Thus, 
the  Commission  recommends  the  following  incentives. 

1 .   Forgive  Taxes  to  Encourage  Rehabilitation 
of  Abandoned  Properties 

First,  in  conjunction  with  neighborhood  housing  groups, 
State  officials,  and  private  lending  institutions  across  the 
State,  the  City  should  develop  a  strategy  for  legislative 
change.  These  changes  include  passage  of  legislation  enabling 
localities  to  forgive  back  taxes  on  abandoned  properties  for 
which  individuals  or  neighborhood  groups  have  viable  rehabil- 
itation plans.   Such  a  change  would  amend  the  current 
requirement  that  all  those  seeking  tax  forgiveness  receive 
approval  from  the  State  Appellate  Tax  Board. 
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Such  legislation  has  been  previously  introduced.   It 
lacked  statewide  support,  and  its  purpose  appears  to  have 
been  misunderstood.   A  new  bill  should  clarify  the  public 
interest  associated  with  the  request.   Perhaps  it  could 
include  specific  criteria  for  the  buildings  which  would 
qualify  for  the  exemption. 

A  political  strategy  to  insure  passage  is  also 
important.   As  any  city  or  town  with  abandoned  property  would 
benefit  from  this  legislation,  the  bill  should  not  be  viewed  as 
Boston's  alone.   The  Commission  recommends  broad  legislative 
and  commmunity  support  be  adopted  to  address  the  abandon- 
ment problem  and  that  a  City  liaison  be  appointed  to  insure 
that  it  is  implemented. 

2.   Recruit  Additional  Manpower 

In  addition,  it  appears  that  both  the  Law  Department 
and  the  Treasurer's  Office  need  additional  staff  support  to 
effectively  process  foreclosure  cases.   As  the  foreclosure 
problem  is  one  repeatedly  mentioned  by  community  groups  as 
an  impediment  to  rehabilitation,  the  Commission  recommends 
that  for  the  benefit  of  low  and  moderate  income  persons, 
the  City  encourage  Boston-based  law  firms  to  provide  the 
service  on  a  pro  bono  basis. 
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3.  Examine  Possibility  for 
Second  Land  Court 

To  address  the  apparent  Land  Court  deficiency,  the 

Commission  recommends  the  above  mentioned  coalition  to 

affect  legislative  change  and  also  evaluate  the  feasibility 

of  establishing  a  second  Land  Court.   A  second  court  would 

ease  the  backlog  of  foreclosure  cases  that  swamp  the  State's 

only  Court  currently  operating  for  this  purpose. 

4.  Enforce  "Timely"  Rehabilitation  Requirement 

Some  abandoned  properties  auctioned  by  the  Real  Property 
Department  are  not  rehabilitated  at  all  but  rather  held  by 
speculators  for  resale  when  the  market  has  appreciated.  The 
Commission  recommends  Real  Property  enforce  the  requirements 
that  new  owners  rehabilitate  their  units  within  a  reasonable 
time  period  and  that  priority  be  given  to  buyers  who  will 
live  in  the  buildings  they  purchase. 

5 .  Allow  the  Public  Facilities  Department 
to  Dispose  of  Vacant  Property 

Much  of  the  inefficiency  surrounding  the  abandoned 
property  programs  appears  to  be  due  to  a  duplication  of 
services  among  City  departments.   It  is  the  Commission's 
understanding,  for  example,  that  although  the  Public  Facilities 
Department  has  the  legal  authority  to  transfer  vacant  property, 
it  has  not  generally  assumed  this  role.   Rather  enabling  legis- 
lation is  being  sought  and  an  additional  agency  being  created 
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to  partially  to  meet  this  objective.   As  securing  the  nec- 
essary legislation  will  cause  further  delay,  the  Commission 
recommends  the  Public  Facilities  Department  assume  the  role 
of  transfer  agent  which  it  is  already  empowered  to  perform. 

6.   Develop  Inventory  Procedures 
for  Coordinated  Programs 

Community  groups  have  made  impressive  efforts  in 
preventing  the  most  extreme  form  of  abandonment,  arson.   The 
Commission  not  only  recommends  the  City  Fire  Department  con- 
tinue its  support  of  this  program  but  also  that  additional 
coordination  among  the  various  City  housing  offices  be  pro- 
vided through  adopting  a  municipal  management  information 
system  advocated  by  arson  prevention  experts. 

H.   Access  and  Equal  Opportunity 

In  Section  II,  the  Commission  noted  the  historical  function  of 
cities  as  places  of  opportunity.   The  image  of  immigrants  from 
abroad  living  in  crowded  cities  invokes  a  common  bond  that  is  shared 
by  many  Americans.   Today's  urban  immigrants  are  a  diverse  group. 
Some  are  poor  and  perceive  the  opportunities  here  are  better  than 
where  they  came  from.   Some  are  young,  educated,  and  seeking  a 
new  lifestyle  as  well  as  a  job.   Some  are  older  with  grown  children 
and  hoping  to  enjoy  the  amenities  Boston  can  offer.   The  vitality 
of  any  urban  area  depends  on  its  ability  to  attract  and  house  this 
diverse  population.   The  Commission  sees  three  strategies  as  the 
key  to  retaining  this  diversity. 
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1 .  Preserve  Private  Rental  Stock 

The  first  requires  that  the  City  retain  as  much  of  its 
private  rental  stock  as  possible.   With  the  advantages  of 
homeownership  far  outweighing  those  of  renting,  this 
objective  may  be  difficult  to  achieve.  Nevertheless,  a 
variety  of  specific  recommendations  to  achieve  this  objec- 
tive are  discussed  under  rent  control,  turnover,  and 
displacement  in  this  section. 

2.  Improve  Access  of  Low  and  Moderate  Income 
Households  to  Ownership  Opportunities 

While  maintaining  adequate  rental  opportunities  is 
important,  it  must  be  recognized  that  some  low  and  moderate 
income  households  rent  not  out  of  choice  but  because  of  lack 
of  access  to  ownership  opportunities.   In  view  of  the  major 
indirect  subsidies  provided  by  the  Federal  tax  code  to  upper 
income  households  discussed  in  Section  I,  it  is  entirely 
appropriate  for  the  City  to  develop  vehicles  to  assist 
low  and  moderate  income  groups.   Low  interest  loans  targeted 
at  low  and  moderate  income  groups,  grants,  and  tax  abatements 
based  on  income  enhance  this  goal  for  those  of  low  and  mod- 
erate income. 
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3.    Continue  Fair  Housing  Program 
within  Metropolitan  Context 

The  City  is  grappling  with  developing  an  effective 

Oft 
Fair  Housing  Program.     The  Commission  is  fully  aware  of  the 

seriousness  and  scope  of  the  discrimination  problem  and  realizes 

that  jobs  and  schools  are  as  central  to  the  issue  as  housing.   Yet, 

having  been  asked  to  examine  Boston's  housing  crisis,  it  cannot 

ignore  the  fact  that  racial  attitudes  prevent  certain  citizens  access 

to  some  neighborhoods. 

While  primarily  concerned  with  the  City's  Fair  Housing  Program, 
the  Commission  notes  the  importance  of  developing  a  metropolitan 
approach  to  the  issue.   Boston's  total  population  represents  only 
20%  of  the  metropolitan  region;  75%  of  the  area's  minorities  live 
within  the  City  limits.  To  concentrate  Fair  Housing  efforts  on 
City  neighborhoods  without  involving  the  suburbs  sometimes  pits 
those  with  lower  incomes  against  each  other.   Furthermore,  it  allows 
the  relatively  more  affluent  suburbs  to  provide  less  than  their  fair 
share  of  low  income  housing. 

At  the  same  time,  the  Commission  notes  the  distinction  between 
policies  aimed  at  providing  additional  housing  opportunities  through- 
out a  metropolitan  area  and  policies  aimed  at  dispersing  minorities 
throughout  a  metropolitan  area.  While  the  Commission  endorses  the  former, 


26.   "Fair  Housing"  refers  to  the  Federally  mandated  objective  of  ending 
discrimination  in  housing.   Boston  has  a  local  Fair  Housing  Program 
to  help  meet  this  objective. 
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it  does  not  favor  the  later;  it  stresses  that  the  City 
must  distinguish  between  local  access  and  dispersal  of 
minorities.   Such  a  distinction  is  of  particular  importance 
as  many  low  income  minorities  live  in  City  neighborhoods 
with  growing  market  appeal. 

I.    Supply  and  Demand  --  The  Need  to 
Stimulate  Production 

The  Commission  recommends  the  City  develop  a  variety  of 
strategies  to  increase  housing  production.   Elements  of  these 
strategies  should  include  a  marketing  effort  which  "gets  the  word 
out"  to  small  developers  that  the  City  is  interested  in  attracting 
their  business.   The  marketing  efforts  would  include  not  only 
descriptions  of  the  "new"  Boston  market  but  also  information  com- 
paring building  costs  in  suburban  areas  to  those  in  Boston. 

1 .  Lessen  Development  Costs 

The  City  must  then  do  its  best  to  lessen  development  costs 
by  packaging  for  the  developer  needed  information  such  as 
the  location  of  vacant  land  and  existing  water,  sewer,  and 
power  lines,  and  marketing  profiles.   The  information  packets 
would  be  similar  to  developer  kits  currently  prepared  by  the 
Redevelopment  Authority. 

2.  Expedite  Licensing 

The  Commission  notes  that  the  myriad  of  City  housing 
departments  creates  delays  which  leads  to  a  perception  of 
ineffectiveness  and  even  a  suspicion  of  corruption.   The 
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Commission  recommends  the  City  housing  agencies  be  coor- 
dinated, and  a  special  task  force  within  the  Building  Depart- 
ment should  be  trained  to  expedite  the  licensing  process 
for  builders  participating  in  this  program.  It  is  important 
that  a  variety  of  approaches  be  tried.   Both  private 
market-rate  housing  and  community  initiated  projects  which  may 
serve  a  lower  income  constituency  should  be  encouraged. 

3.    Clarify  Tax  Policy 

The  Commission  recommends  the  City  clarify  its  tax 
policy.   Doing  so  would  enable  builders  to  compute 
future  taxes  as  development  costs  lessen  uncertainty 
and  thus  stimulate  production. 

J.   Turnover 

The  Commission  noted  in  Section  II  of  its  report  that  the 
way  in  which  Boston's  housing  stock  transfers  ownership  is  important 
to  the  City's  housing  policy.   Of  particular  concern  are  the  triple- 
decker  and  smaller  multifamily  structures  which  house  many  moderate 
income  residents  without  subsidies. 

1 .    Encourage  Existing  Owners  to  Retain  Their 
Property  by  Reducing  External  Pressures 
to  Sell 

Since  refinancing  at  higher  interest  rates  at  sale  often 
forces  up  rents  in  the  multi-unit  housing  as  well  as  interrupt- 
ing the  tenant-landlord  relationship,  reducing  turnover 
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or  offsetting  the  pressure  on  existing  owners  to  sell  is 
priority  strategy.   Changes  in  City  and  State  assessing 
practices  and  in  Federal  tax  treatment  of  depreciation  and 
capital  gains  to  encourage  less  turnover  should  be 
aggressively  explored. 

2.  Encourage  Owner-Occupants  to  Enter 
or  Remain  in  Rental  Business 

Having  voiced  this  concern,  the  Commission  recommends 

27 
the  following  initiative  be  considered.    First,  in  order 

to  encourage  smaller  landlords  to  remain  or  enter  the  rental 

business,  the  Commission  recommends  the  City  encourage 

potential  owner-occupants  to  purchase  smaller  (four-to-six 

unit)  properties.   This  encouragement  could  be  in  the  form  of 

modified  lending  programs  to  be  arranged  with  private 

institutions  as  part  of  their  Community  Reinvestment 

efforts.   It  could  include  a  special  assistance  from  the 

Building  Department  regarding  permits. 

3.  Provide  Incentives  to  Converters 
to  Retain  Rental  Units 

Second,  the  City  should  provide  incentives  to  con- 
verters of  large  rental  complexes  to  retain  a  certain 
percentage,  such  as  10%,  of  their  units  as  rentals  for  a 
well-defined  group  of  needy  residents. 


27.  Many  of  the  recommendations  presented  in  this  section  are 
based  on  analysis  prepared  by  Bonnie  Heudorfer  in  her  study 
"Condominiums  in  Boston."  Boston  Redevelopment  Authority, 
September  1980. 
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4.  Institute  a  Recapture  Tax 

Third,  the  City  could  institute  a  "recapture  tax"  in 
cases  where  public  below  market  rehabilitation  loans 
result  in  a  private  "windfall  profit"  through  the  units' 
market  appreciation  and  sale. 

5.  Encourage  Market  Production 

Fourth,  in  order  to  hold  the  demand  on  existing  moder- 
ate income  housing  at  feasible  levels,  the  City  should 
encourage  market  production  through  adaptive  re-use  of 
commercial  or  institutional  properties  and  rehabilitation 
of  vacant  or  tax  delinquent  parcels.   Such  encouragement 
would  require  special  assistance  from  the  Building  Depart- 
ment and  the  City  to  obtain  variances  and  back  tax 
abatements . 

6.  Encourage  In-Law  Apartments 

On  a  smaller  scale,  the  City  should  encourage  development 
of  in-law  apartments  in  existing  structures.   Many  of  these 
larger  units  do  not  appear  to  serve  the  current  market,  yet 
the  owners  who  have  lived  there  for  years  and  whose  needs 
are  reduced  are  reluctant  to  move.   In  cases  where  they 
own  the  unit  free  and  clear  they  may  find  it  more  economical 
to  stay.   Often  such  apartments  work  out  well,  as  the 
elderly  owners  can  use  the  additional  income  generated 
by  the  rental  unit  as  well  as  the  company  of  the  tenant. 
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In  return,  the  tenant  often  finds  a  unit  at  below  market 
rents.   Again,  special  assistance  from  the  Building  Depart- 
ment would  be  required;  rehabilitation  subsidies  as  well 
as  technical  assistance  might  be  needed. 

7 .  Promote  Alternative  Ownership 

Fifth,  through  the  Frankie  O'Day  example  in  the  South 
End  and  other  efforts,  the  City  has  begun  to  investigate 
alternative  forms  of  ownership  that  will  enable  moderate 
income  people  to  own  their  own  homes.   The  Commission 
recommends  these  efforts  be  continued  with  particular 
emphasis  on  the  triple-decker  stock.   Bonding  authority, 
which  would  enable  the  City  to  float  its  own  housing  rev- 
enue bonds  to  assist  well-defined  cases,  may  be  a 
prerequisite  to  developing  these  programs  on  a  suffi- 
ciently large  scale  to  be  cost  effective. 

8.  Encourage  Educational  Institutions 
to  Provide  Student  Housing 

The  issue  of  student  housing  is  less  visible  today 
than  it  was  in  the  1960's  when  the  student  influx  sparked 
rent  increases  in  what  had  been  moderately  priced  units .   Never- 
theless, students  continue  to  occupy  a  significant  amount 
of  housing,  and  as  the  demand  for  housing  increases,  students 
and  new  residents  are  competing  for  higher  priced  units. 
This  competition  results  in  even  greater  pressures  on 
the  remaining  stock  that  has  traditionally  housed  moder- 
ate income  families. 
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K.   Tenant-Landlord  Relations 

One  of  the  factors  contributing  to  the  growing  disinterest 
in  owning  rental  housing,  the  Commission  believes,  is  the  nature 
of  the  tenant-landlord  relationship  as  it  has  been  characterized 
in  recent  years.   In  principle,   some  of  this  bitterness  and 
antagonism  could  be  eased  if  the  City  played  a  role  in  encouraging 
informal  mediation  and  providing  a  neighborhood-based  mechanism 
for  conciliation. 

1 .   Develop  Neighborhood  Mediation  Boards 

through  Reorganizing  Existing  Neighbor- 
hood Housing  Offices 

The  Commission  recommends  that,  in  conjunction  with 
the  Housing  Court,  the  City  develop  a  pilot  program  to 
test  the  feasibility  of  establishing  neighborhood  mediation 
boards.   These  boards  would  enable  residents  to  become 
involved  in  the  mediation  procedure  and,  it  is  hoped,  lessen 
the  inherent  hostility  between  landlords  and  tenants. 

The  Commission  recommends  integrating  this  project 
with  existing  local  neighborhood  housing  offices.   The 
Housing  Improvement  Offices,  which  have  been  operating  in 
Boston's  neighborhoods  for  about  five  years,  could  provide 
information  on  selected  City-related  housing  services. 
The  site  officer  would  be  familiar  with  matters  relating 
to  building  permits,  Federal  housing  programs,  housing 
inspection,  energy  conservation,  and  other  services 
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provided  by  the  City  housing  offices.   The  local  real  estate 
community  could  provide  the  office  with  lists  of  locally 
available  units.   Those  banks  which  are  currently  developing 
neighborhood  technical  assistance  boards  through  the  Com- 
munity Reinvestment  Act  would  also  be  represented. 

The  goal  of  the  boards  would  be  twofold:  first,  to 
provide  residents  with  a  substantial  knowledge  of  housing  pro- 
grams and  potential  benefits;  and  second,  by  offering  a 
place  for  residents  to  take  their  questions  and  fears, 
to  lessen  the  "anxiety"  level  currently  associated  with 
housing.  By  relying  on  existing  offices,  this  approach 
should  not  incur  any  additional  costs. 

L.   Displacement 

As  noted  in  the  Executive  Summary,  the  Commission  views  de- 
veloping a  housing  strategy  which  minimizes  displacement  while 
maximizing  revenue  as  Boston's  housing  challenge  for  the  1980' s. 
Creating  this  balance  is  difficult,  a  fact  underscored  by  the 
Commission's  intense  discussions  on  the  word  "displacement"  it- 
self. Finally,  it  was  defined  as  meaning  "a  lower  income  house- 
hold's involuntary  move  as  a  higher  income  household  takes 
over  the  unit."  The  Commission  strove  to  minimize  displacement 
primarily  by  recommending  policies  and  programs  to  preserve 
current  housing  stock  for  existing  residents  through  the 
initiatives  described  above.   There  remain  the  issues  of  dealing 
effectively  and  humanely  with  displacement  when  it  does  occur, 
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encouraging  coordinated  efforts  throughout  the  metropolitan 
area  so  that  Boston's  efforts  to  protect  its  low  and  moderate 
income  households  will  not  continue  to  be  swamped  by  growing  numbers 
of  households  leaving  the  suburbs,  and  increasing  the  economic 
strength  of  Boston's  moderate  and  low  income  households  so  that 
they  will  be  less  vulnerable  to  displacement. 

1 .  Preserve  Existing  Stock 
for  Current  Residents 
by  Reorganizing  City 
Housing  Offices 

Reorganizing  City  housing  offices  particularly  to  aid 

small  owners  and  managers  is  the  cornerstone  of  this 

strategy.   Of  key  concern  to  the  Commission  is  the  relevance 

of  the  City's  housing  system  to  today's  needs.   An  effective 

housing  policy  must  enable  individuals  and  small  organizations 

to  rehabilitate  and  maintain  housing. 

2.  Coordinate  City  Housing 
Departments 

The  Commission  recommends  the  City's  current  housing 
structure  be  changed  to  encourage  small  scale  rehabilita- 
tion and  maintenance  efforts.   Housing  services  must  take 
into  account  that  many  individuals  involved  with  maintenance 
and  rehabilitation  are  not  professional  housing 
people;  they  may  hold  other  jobs  that  prevent  their 
spending  weekdays  in  City  Hall  as  the  current  system 
requires.   The  Commission  recommends  that  the  City 
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examine  providing  building  permits  and  other  selected  hous- 
ing services  through  site  offices  currently  operating  in 
neighborhoods.   The  feasibility  of  providing  flexible  hours 
during  which  permits  could  be  obtained  should  also  be  examined. 

Some  Commissioners  also  expressed  concern  that  although 
the  current  system  may  be  workable  for  larger  developers  or 
professional  housing  management  companies  who  hire  staff 
to  wade  through  the  City  housing  maze,  this  process  results 
in  increased  costs  which  in  turn  are  reflected  by  higher 
housing  prices  to  the  general  public.   Streamlining  rehabil- 
itation and  maintenance  procedures  for  small  organizations 
and  individuals  must  be  a  top  priority,  but  efforts  to  reduce 
red  tape  for  larger  developers  are  needed  as  well. 

3.   Prioritize  Existing  Residents 
for  Assisted  Housing 

The  Commission  also  observed  that  neither  the  City 
nor  individual  neighborhoods  can  develop  an  anti-displace- 
ment strategy  if  priority  for  available  assisted  housing 
cannot  be  given  to  existing  residents.   Although  in  some 
cases  such  prioritizing  might  conflict  with  Fair  Housing 
objectives,  the  Commission  noted  that  some  Federal  programs 
prevent  giving  priority  to  existing  residents  even  where 
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no  potential  conflict  exists.   The  Commission  recommends 
the  City  petition  HUD  to  give  priority  for  assisted 
housing  to  existing  residents  in  cases  where  Fair  Housing 
objectives  are  also  being  met. 

4.    Increase  Job  Opportunities  through 
Increasing  Blue-Collar  Jobs  and 
Increasing  Education  and  Job  Training 

In  addition  to  these  initiatives,  the  Commission  views 
blue-collar  job  creation  as  a  high  priority  in  any  anti- 
displacement  policy.   City  projects  with  the  Teradyne 
Corporation,  Wang  Laboratories,  the  budding  cable  televi- 
sion industry,  the  efforts  of  the  Economic  Development  and 
Industrial  Commission  (EDIC)  such  as  the  Marine  Industrial 
Park  in  South  Boston,  and  the  economic  development  programs 
outlined  in  the  most  recent  Community  Development  Block 
Grant  application  are  productive  efforts  in  this  direction. 
The  Commission  recommends  they  be  continued  and  expanded. 
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COMSSION  INVITED  GUESTS 


RUSS  FANARA 

RENT  CONTROL  BOARD 

MONTE  FRANK,  OKM 

FATHER  MICHAEL  GRODEN,  DIRECTOR 
PLANNING  OFFICE  FOR  URBAN  AFFAIRS 
BOSTON  ARCHDIOCESE 

BONNIE  HEUDORFER 

BOSTON  REDEVELOPMENT  AUTHORITY 

ROB  HOLLISTER/  PROFESSOR 
TUFTS  UNIVERSITY 

LANGLEY  KEYES,  PROCESSOR 
MASSACHUSETTS  INSTITUTE  OF  TECHNOLOGY 

PHILIP  MAYFIELD-  OKM 

LOWELL  RICHARDS 
COLLECTOR/TREASURER,  CITY  OF  BOSTON 

BUD  SHADRAWY.  ADMINISTRATOR 

RENT  CONTROL  BOARD 

HONORABLE  LAWRENCE  SHUBOW 
BOSTON  HOUSING  COURT  JUDGE 

HARRY  SPENCE,  DIRECTOR 

BOSTON  HOUSING  AUTHORITY 

RAYMOND  TORTO,  COM  J  SSI  ONER 
ASSESSING  DEPARTMENT,  CITY  OF  BOSTON 

JOHN  WE  IS,  DIRECTOR 

OFFICE  OF  NEIGHBORHOOD  SERVICES 
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APPENDIX 


TABLE  I-A:  CHANGING  POPULATION  BY  10  YEAR 
COHORTS  (THOUSANDS) 

TABLE  I-B:  CHANGING  POPULATION  BY  10  YEAR 
/COHORTS  (PERCENTS) 

TABLE  II:  PUBLICLY  ASSISTED  HOUSING 
1970  -  1980 


SOURCE:   BASED  ON  DATA  PREPARED  BY  ROLF  GOETZE, 
USED  WITH  HIS  PERMISSION. 
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TABLE  1-A 


CHANGING  POPULATION  BY  JO  YEAR  AGE  COHORTS 


CENSUS  POPULATION  IN  THOUSANDS 


(The  following  table  denotes  the  number  of  persons  in  ten 
year  age  cohorts  living  in  the  City  of  Boston  (above  the 
slash)  and  in  the  Boston  metropolitan  region  (below  the 
slash)  for  1960  and  1970,  plus  projections  for  1980  and  1990.) 


born 

between 

years:   1991-2000 

19S1-1990 

1971-1980 

1961-1970 

1951-1960 

1941-1960 

1931-1940 

1921-1930 

1911-1920 

1901-1910 

1891-1900 

1881-1890 

1871-1880 

TOTAL 


years 
of  age: 


,645/2,753  |642/2,860  648/3,085 
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TABLE  1-B 


CHANGING  POPULATION  BY  10  YEAR  AGE  COHORTS 


CENSUS  POPULATION  IN  PERCENTS 


(The  following  table  denotes  the  percentage  of  persons  in  ten 
year  age  cohorts  living  in  the  City  of  Boston  (above  the 
slash)  and  in  the  Boston  metropolitan  region  (below  the 
slash)  for  1960  and  1970,  plus  projections  for  1980  and  1990.) 


born 

between 

years:   1991-2000 

1981-1990 

1971-1980 

1961-1970 

1951-1960 

1941-1960 

1931-1940 

1921-1930 

1911-1920 

1901-1910 

1891-1900 

1881-1890 

1871-1880 

TOTAL 


years 
of  age 


*  Percentages  may  add  to  less  than  100  due  to  rounding. 
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APPENDIX  C 


THESE  TWO  PAGES  ARE  DRAWN  FROM  ROLF  GOETZE/  FEDERAL 
TAX  EXPENDITURES  SHOULD  BE  RESTRUCTURED  TO  AID  URBAN 
HOUSING/'  JOURNAL  OF  HOUSING/  VOLUME  37  /  NUMBER  9, 
OCTOBER  1980/  P  504  FF. 
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FEDERAL  HOUSING  AND  TAX  EXPENDITURES 


other    312, 
Sell-help,  etc 


all  payments 
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HOME  OWNER 
DEDUCTIONS 
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HOUSING  PROGRAMS  IN  THE  FEDERAL  BUDGET,  FISCAL  YEARS  1979-1981 
(dollars  in  billions) 


1  Community  development  block  grants  (CDBG) 
Urban  development  actions  grants  (UDAGs) 


2  Housing  payments  for  all  subsidized  units 
under  all  HUD  assisted  programs 


Other  (Section  312,  Self-help,  etc.) 


TOTAL  OUTLAYS  (NET) 

(Direct  housing  expenditures) 


1979 

1980 

1981 

$   3.2 

$   3.5 

S    3.8 

- 

.2 

.4 

3.6 

4.4 

5.5 

2.4 

3.5 

2.1 

9.2 

11.6 

11.8 

1979 


HOUSING  RELATED  TAX  EXPENDITURES,  FISCAL  YEARS  1977-1981 
(dollars  in  billions) 

1977      1978 
HOME  OWNER  DEDUCTIONS 

3  Mortgage  interest  on  owner-occupied     $4.5     $7.6     $10.7 

homes 

4  Property  tax  on  owner-occupied  homes      4.2       5.5       6.8 
Residential  energy  credits  -        -        .7 

5  Deferral  of  capital  gains  on  home  sales    .9       1.0       1.1 

6  Exclusion  of  capital  gains  on  home  sales .1        .3 

SUB-TOTAL  9.6       14.2       19.6 


1980 
$12.5 

7.7 

.5 

1.0 


1981 

$14.7 

9.0 
.5 

1.1 

.6_ 

25.9 


INVESTOR  DEDUCTIONS 


Expensing  of  construction  period  inter- 
est and  taxes 

Excess  first  year  depreciation 

Depreciation  on  rental  housing  in 
excess  of  straight  line 

Five-year  amortization  for  rental 
housing  rehabilitation 

Preservation  of  historic  structures 


.03 
.07 


8  Exclusion  of  interest  on  state  and 

local  housing  bonds  -         .3        .5        .8       1.6 

SUB-TOTAL  .6       1.5  1.7  2.1  3.0 

TOTAL  (housing  related  tax  10.2      15.7  21.3  24.3  28.9 
expenditures) 

All  federal  tax  expenditures  133.9  158.0  176.9  203.4 

Housing  as  a  percent  of  total  11.7%  13.4%  13.8%  14.2% 

Note:   Tax  expenditures  are  defined  in  the  budget  as  "losses  of  tax  revenue  attributable  to 
provisions  of  the  federal  income  tax  laws  that  allow  a  special  exclusion  exemption, 
or  deduction  from  gross  income  or  provide  a  special  credit  preferential  rate  of  tax, 
or  a  deferral  of  tax  liability  affecting  individual  or  corporate  income  tax  liabilities. 

Source:  Based  on  data  compiled  by  Low  Income  Housing  Information  Service  from  Special  Analyses 
Budget  of  the  United  States  Government,  1980,  1981. 
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APPENDIX  D 


THE  FOLLOWING  IS  TAKEN  FROM  ROLF  GOETZE/  RESTRUCTURING 

FEDERAL  TAXES  TO  EASE  HOUSING  INFLATION,  SCARCITY/  AND 

AFFORDABILITY,"  WORKING  PAPERS,  JANUARY,  1981/  FORTH- 
COMING. 
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THE  STORY  OF  FOUR  FAMILIES 


In  the  1970s  the  Taylors,  a  savvy  young  couple,  both  working  and  renting 
in  Boston,  bought  an  old  southern  New  Hampshire  farm  house  with  their  savings 
for  weekend  use.   Friday  night  they  would  drive  up,  and  on  Monday  morning  they 
would  return  to  their  urban  careers.   As  their  earnings  mounted,  instead  of  pay- 
ing off  the  low  interest  mortgage  on  the  farm  house,  they  decided  also  to  buy  in 
the  Boston  area  using  for  half  the  downpayment  a  loan  from  Mrs.  Taylor's  father. 
Rather  than  buying  a  $90,000  single  family  suburban  home,  they  chose  a  well-worn 
six-unit,  inner  city  apartment  building,  which  the  elderly  owner,  frustrated  by 
rent  controls,  was  willing  to  "sacrifice"  for  $90,000,  or  $15,000  per  unit. 
They  improved  each  unit  for  sale  as  a  $40,000  condominium,  remaking  the  top  unit 
into  a  choice  penthouse  for  their  own  residence.   Tax  shelters  and  deductions 
open  to  all  in  higher  tax  brackets  helped  them  to  buy  this  building  —  as  well 
as  inducing  others  cheerfully  to  buy  the  condos  from  them  at  prices  that  liter- 
ally gave  the  Taylors  their  new  penthouse.   (See  Table  1)   Since  Mr.  Taylor  is 
a  salesman  using  his  home  as  a  buisness  address ,  the  couple  found  they  could 
even  charge  many  of  the  regular  carrying  costs  on  their  unit  —  heat,  insur- 
ance, and  utilities  —  as  business  expenses. 

This  fortunate  couple  is  now  occupying  space  that  formerly  would  have 
housed  four  people  in  Boston  and  a  family  of  six  in  New  Hampshire.   Those  with- 
out a  grasp  of  Federal  tax  laws  may  wonder  how  they  can  afford  this  enviable 
lifestyle  —  unaware  that  it  not  only  costs  them  much  less  than  rent  for  an 
ordinary  dwelling,  but  ultimately  also  leaves  them  with  title  to  some  "price- 
less" property.   When  capital  appreciation  is  considered,  their  costs  are  only 
$23  per  month.   (See  Table  2) 

Looking  at  neighborhoods  in  a  whole  range  of  cities  across  the  nation,  it 
is  clear  that  such  housing  appreciation  does  not  occur  evenly  across  the  board. 
In  areas  of  perceived  housing  shortages,  prices  are  inflated  sharply  because 
housing  is  increasingly  bought  as  a  hedge  against  inflation.   Here,  the  nest 
has  become  the  nest  egg,  to  be  protected  at  all  costs.   The  more  people  who  hear 
of  appreciation  in  an  area,  the  more  people  who  want  to  climb  aboard  there.   Mean- 
while, disinvestment  continues  in  nearby  neighborhoods.   This  urban  rediscovery 
began  with  Victorian  "treasure"  but  feeds  on  adjoining  stock,  including  rental 
apartment  stock. 

The  clearest  insight  into  the  way  housing  values  inflate  is  gained  through 
monitoring  the  actual  condominium  conversion  process.   Typically,  apartments  rent- 
ing for  $250  a  month  are  worth  at  best  four  to  six  times  annual  gross  rent  as  apart- 
ment investments,  that  is,  $12,000  to  $18,000  per  unit  because  this  market  is  de- 
pressed.  However,  marketed  as  condominiums,  the  same  units  start  at  ten  times 
annual  gross  rent,  or  $30,000,  and  maintain  their  value  in  the  face  of  inflation. 
Rent  controls,  where  present,  may  exaggerate  the  disparity.   Most  of  the  difference 
in  value  is  not  due  to  internal  physical  improvements,  but  to  the  homeowner  tax  de- 
ductions.  To  buy  the  $30,000  condominium  typically  requires  a  $6,000  downpayment 
(20  percent).   The  direct  annual  costs  are  around  $6,000  (or  $500  monthly)  including 
$1,50.00.  in  property  taxes,  $2,900  in  mortgage  interest,  $600  in  foregone  interest 
on  downpayment,  and  $1,000  in  condo  fees  and  utilities.   All  but  the  last  are  tax 
sheltered,  adding  up  to  $5,000.   For  the  buyer  in  the  32  percent  tax  bracket,  that 
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is  worth  $1,600  annually,  or  $133  monthly  off  the  $500,  reducing  his  monthly 
housing  outlay  to  $367.   Appreciation  is  a  further  offset  to  the  monthly  costs 
that  is  also  tax  sheltered,  although  this  is  only  realized  upon  sale.   Here  it 
is  easy  to  see  how  the  market  favors  conversion,  turning  $12-18,000  rental  head- 
aches into  appreciating  $30,000  condos  that  also  radically  improve  the  local  pro- 
perty tax  base.   The  municipality  and  new  buyers  all  benefit  from  this  urban  al- 
chemy; but  those  squeezed  out  by  the  process  may  not  allow  the  alchemy  to  proceed. 
And  their  concerns  must  be  addressed. 

Tempering  the  strong  tax  advantages  for  those  in  higher  tax  brackets  would 
moderate  the  dangerous  conversion  momentum  that  is  developing  in  many  urban  areas. 
Right  now,  the  homeowner  deductions  unnecessarily  drive  up  urban  housing  values. 
Those  already  owning  feel  entitled  to  this  appreciation,  but  it  results  in  exclud- 
ing everyone  else  and  at  the  same  time  diminishing  available  housing  stock. 
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TABLE  1 


$  90,000  purchase  price,  run  down,  6-unit  rental 

100,000  fix-up  ($15,000  x  5  units  +  $25,000  for  penthouse 

5,000  legal  fees 

5,000  miscellaneous  carrying  costs 

$200,000      Total  Expenses 

Offset  by  $200,000  yield  from  sale  of  5  condominiums 
at  $40,000,  giving  the  Taylors  their  penthouse  condo 
free  and  clear. 
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Commentary  on  Table  2 

The  main  benefits  of  owning  rather  than  renting  an  apartment  lie  in  the  favorable 
Federal  income  tax  treatment  of  home  ownership  expenses  and  value  appreciation.  Not 
only  are  mortgage  interest  and  property  tax  expenses  deductible  from  household  income 
before  it  is  taxed,  but  ownership  functions  like  a  compulsory  savings  program  whose 
gains  can  be  deferred,  partially  exempted  or  taxed  at  rates  below  ordinary  income. 

The  economic  costs  of  owning  a  condominium  include  property  taxes,  interest  on  any 
mortgage  loan,  the  lost  interest  on  capital  tied  up  on  the  downpayment,  utilities,  and 
the  fees  paid  the  condominium  trust.   Table  2  summarizes  the  economic  costs  and 
benefits  of  owning  the  $40,000  and  a  $60,000  condominiums  discussed  in  the  text,  using 
rules  of  thumb  derived  from  the  current  market  in  cities  like  Boston,  and  concludas  that 
they  cost  $448  and  $548  per  month,  respectively,  after  annual  tax  deductions  below  what 
they  would  cost  to  rent.   Remember  that  to  rent  a  $448/mo  apartment,  a  household  in  the 
32%  tax  bracket  would  have  to  earn  $658/mo  to  net  $448  towards  housing  after  taxes! 

When  one  factors  in  15%  annual  appreciation,  the  $40,000  condominium  only  costs  $23 
per  month,  and  the  $60,000  penthouse  even  pays  its  owners  $90  per  month  after  meeting 
all  expenses  including  utilities  1  Each  case  has  included  neither  the  20%   down- 
payment  nor  the  mortgage  payments  applied  to  principle,  because  these  represent  invest- 
ments that  the  owner  ultimately  gets  back.  Note  that  the  couple  in  the  49%  tax  bracket 
owning  the  penthouse  is  doing  even  better  than  living  cost  free. 

If  the  annual  rate  of  appreciation  of  these  condominiums  were  20%  —  as  seems 
more  likely  in  most  urban  markets  than  the  conservative  15%  assumed  in  the  illus- 
tration —  then  the  situation  is  even  more  favorable  to  the  owners. 

This  economic  catapult  for  the  "Haves"  hinges  on  tax  deductions  rendering  the  effec- 
tive mortgage  interest  rate  below  the  rate  of  market  appreciation.   Currently,  the 
greater  the  rate  of  appreciation  in  relation  to  the  effective  mortgage  interest  rate 
(i.e.,  the  higher  the  tax  bracket  of  the  owner/investor),  the  more  such  a  condomin- 
ium rewards  its  owner  —  even  beyond  the  point  of  living  free  of  any  housing  expense, 
if  he  chooses  shrewdly. 
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